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Greetings! The 1 ,549  members 
o f  the American Society extend to 
every certified public accountant 
their best wishes for a happy and 
prosperous New Year. They hope 
that all will join heartily in the work 
of  the Society for the advancement 
o f  the Certified Public Account­
ant’s profession during 1 925 .
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E d i t o r i a l
N ew  Y e a r ’s Thought: “ Hunting Pins”
Some time ago, so the story goes, an old 
lady died and left to her favorite niece three 
barrels of pins. Upon inquiry it was found 
that this woman had been taught in child­
hood the importance of little things and as 
an illustration was required to hunt for and 
pick up pins. As the years went on the habit 
grew and through all her life she gathered 
pins—white pins, black pins, short pins, long 
pins, hairpins and safety pins—until she had 
three barrels full.
The thought of this editorial is not to mini­
mize the importance of little things. In the 
words of King Richard III the importance of 
little things is emphasized in “My Kingdom 
for a horse.” There are times when little 
things are invaluable, times when a pin, and 
particularly a safety pin, is a prime necessity.
However, generally speaking, we find in 
this life the things that we are seeking, be 
they large or small.
In our relations with our partners and as­
sociates, our staff members and employees, 
our clients and our friends, and even with the 
members of our own families, we can find 
much to justly find fault with, much to com­
plain about. They are often inconsiderate, 
thoughtless and careless, and it takes no 
magnifying glass to appreciate their short­
comings. It is often a real pleasure to call 
to their attention the good old proverb 
“Faithful are the wounds of a friend,” etc. 
To what extent it is our duty and respon­
sibility to call attention to their shortcomings 
and to help them correct them is perhaps 
difficult to say.
So with this world. It is full of unhappi­
ness, of misery, of disease, of selfishness, of 
graft in little places, of wrong-doing in high
places. To correct all of these things often 
appears to be the real work of life.
However, there is another side. While 
all those with whom we come in contact are 
full of faults, yet our partners and associates, 
our staff members and employees, our clients 
and our friends, and the members of our fam­
ilies, as well, have after all many virtues. 
Many of them are uncomplainingly bearing 
heavy burdens. There are many more heroes 
in life than are recorded in the records of 
the hero commission and there is more gen­
uine unselfishness than is usually recognized.
The world, with all its drabness, is full of 
sunshine, of happiness, of health, of loyalty, 
of helpfulness and of heroism.
Some years ago this editorial writer took 
a long automobile trip. Upon the shoulders 
of two of the party fell the responsibility of 
caring for the comfort of all. In all the long 
trip there was, to certain members of the 
party, no satisfactory meal served. The 
coffee in the morning was too strong or too 
weak, the toast was either wrongly buttered 
or unbuttered, the sliced peaches had specks 
and the eggs were the wrong color. Those 
who complained were like the lady who went 
to the Museum to see a noted statue and all 
she could talk about on her return was a fly 
speck she saw on its nose.
With all due respect to the pioneers who 
have laid the foundation for our great pro­
fession, the professional accountant in the 
past has been prone to be petty. The almost 
universal viewpoint of the old-time profes­
sional accountant was a man on a high stool 
stooping over a set of books, looking for 
slight errors in the trial balance. His com­
mendation or condemnation, as the case hap-
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pened to be, depended upon the accuracy or 
inaccuracy, the neatness or untidiness of the 
set of books, the proper or the improper 
amount of red ink or black ink which was 
used.
With the dawn of 1925, we can all be 
thankful that the day of the Petty Account­
ant is largely past and that his place is being 
taken by the CERTIFIED PUBLIC AC­
COUNTANT OF 1925—a man whose vision 
is upward rather than downward, forward 
rather than backward.
To each and to every certified public ac­
countant and to all the readers of this maga­
zine, as well, your editors desire to express 
in the conclusion of this New Year’s thought, 
a most happy and a most prosperous New 
Year, and only such a measure of failure and 
disappointment as may be necessary to de­
velop true character.
FRANK WILBUR MAIN.
For a number of years, the tendency was 
for each State to limit the issuing of recipro­
cal certificates solely to applicants from 
States granting reciprocal certificates to its 
certificate holders. The provision unani­
mously passed recognizes the fact that it 
is of real interest to each State to bring 
into the fold of that State all certified pub­
lic accountants who are properly qualified. It 
also recognizes the reverse thereof, that each 
State should have the full right to refuse to 
issue its reciprocal certificate, no matter how 
high standing the State may be from which 
the applicant comes, if in the judgment of 
that State the applicant himself is not 
worthy of the certificate.
The old practice in many States tended to 
restrict the advance of the profession. The 
provision unanimously advocated recognizes 
the general principle that two wrongs can 
never make one right; also that the account­
ing profession in each State should be too 
big to take a little position in respect to a 
candidate, over a matter which he personally 
very often can have no possible control.
A second outstanding point was unanimous 
approval of the idea that all non-certified 
public accountants should be brought under 
some form of control by the State boards of 
each State. Equally important was the very 
fair and generous recognition which the pro­
posed action will give all public accountants 
by allowing them to register under provisions 
possible for all public accountants in bona 
fide practice to meet.
Many of the States are finding that by well 
thought out provisions, it is possible to bring 
to the State examinations in large numbers 
the public accountants of the several States. 
Every encouragement should be given the 
public accountants to sit for the examina­
tions in their own respective States and no 
unnecessary obstacles should be thrown in 
their way. The certified public accountant 
profession at the present time has no better 
or more loyal friends than many of the ex­
public accountants of a few years ago. It very 
often happens that the older men who after
CONFERENCE OF STATE EXAMINING 
BOARD MEMBERS AND STATE 
SOCIETY OFFICIALS
A full account of the meeting of the offi­
cials of the State boards and State societies 
of the country, which was held in Washing­
ton on December 3d, is set out in other col­
umns of this issue. This meeting was a not­
able one, not only in the number of States 
that were represented and in the interest 
which was taken therein, but more important 
still in the breadth of viewpoint exhibited. 
There is no question but that this meeting 
will have great influence on the trend of ac­
countancy legislation during the next few 
years. Your editors at this time desire to 
touch on only two matters which to them 
appeared to be of prime importance.
The first was the unanimous approval of 
a reciprocity clause which places each board 
in the position of recognizing all suitable ap­
plicants for the reciprocal certificate, irre­
spective of the State from which they may 
come, and irrespective of whether the States 
from which they do come, recognize the 
States to which they are applying, or not.
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years of public practice come into the cer­
tified public accountant profession, feel a 
greater appreciation and a greater responsi­
bility to the profession than many of the 
younger men who have more or less gradu­
ated into the profession from an apprentice­
ship as juniors and seniors in the offices of 
certified public accountants.
The editors of this magazine hope the first 
two New Year’s resolutions which will be 
adopted by each State board will be first, 
maintenance of high professional standards 
for the examination, and second, constant en­
couragement and generous action on their 
part in throwing open the examination to all 
worthy and qualified men within each State.
FRANK WILBUR MAIN.
AMERICAN SOCIETY HEADQUARTERS 
MOVED
The growth of the American Society has 
necessitated taking larger quarters for the 
carrying on of its work.
Since its organization the Washington 
office has been located at 421 Woodward 
Building, but on and after January 15, 1925, 
the office will be located at 732-738 Wood­
ward Building.
We wish to continue to urge all of our 
members and friends to pay a visit to head­
quarters when in Washington.
SENATE APPROVES TAX APPEALS 
APPOINTEES
The appointments of the twelve original 
appointees to the United States Board of 
Tax Appeals received the necessary con­
firmation by the United States Senate on 
December 18, 1924.
While only twelve of the twenty-eight 
members provided in the act, have been ap­
pointed, there is no intimation that there 
will be any additional appointments made 
immediately.
MEMBERS SENDING IN NEW MEMBERS 
DURING DECEMBER
E. L. Pride (Mass.)............................... ...................... 25
Charles Hecht (N. Y .)..... .......... ...............................  22
William Dolge (Calif.).................... ....................... 14
Frank G. DuBois (N. J .) ............................................ 12
Parry Barnes (Mo.)............................................ ......  10
Homer A. Dunn (N. Y .).............................................  8
Raymond C. Reik (Md.)............................................ 7
Henry Jumonville (La.)...........................................  5
Robert H. Eaton (Ga.).............................................  4
W. T. Sunley (Ill.) .......................................................  4
Seth Hadfield (Conn.)...............................................  2
C. S. Goldston (Va.)...........
Warren P. Hill (Calif.).....
John T. Madden (N. Y.)_... 
Frank W ilbur Main (Pa.)
Henry J. Miller (La.).........
H. A. Roney (Ind.)..........
Harry B. Scott (Pa.).........
E. G. Shorrock (W ash.).....
Robert H. Smith (D. C.)..
Philip G. Ward (Ohio).....
T. J. Witting (Colo.)...........
CONTINUAL GROWTH
The membership of the American Society 
shows the following consistent growth for 
the past eight months:
May 15
June 49
July 74 
August 63 
September 63
October 1 1 0
November 90
December 177
Not That Kind
Shop Foreman: “You aren’t one of them 
boys that drops their tools and scoots as soon 
as knock-off blows, are you?”
New Worker: “Not me. Why, I often have 
to wait five minutes after I put me tools 
away before the whistle goes.”
—Forbes Magazine.
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Conference o f State Boards and State 
Societies
By D. W. SPRINGER, Chairman Legislative Committee.
T N answer to a call issued early in October, 
la conference of representatives of State 
Boards of Accountancy and State Societies 
of Certified Public Accountants was held in 
the Hotel Washington, Washington, D. C., 
December 3d.
Prior to the meeting two questionnaires 
had been sent out to all members of boards 
and officers of Societies. These question- 
naires contained forty questions which would 
be discussed at the proposed meeting, and 
while no request was made for answers to 
the same as a matter of fact answers were 
received from fifteen different States, three 
of which were not represented in the con­
ference. These answers showed that no two 
persons would have prepared the same bill.
At the conference representatives of 
twenty-five States were present, as follows:
M. W. Aldridge, Montgomery, Alabama, Chairman 
of Alabama S tate  Board of Accountancy and Chair­
m an of the Committee on Legislation of the Alabama 
S tate Society of Certified Public Accountants.
Reynold E. Blight, Los Angeles, Calif., Vice P resi­
dent, California S tate  Board of Accountancy.
Louis C. Linck, Denver, Colo., President, Colorado 
Society of Certified Public Accountants.
W illiam Clabaugh, W ashington, D. C., Secretary, 
Board of Accountancy for the D istrict of Columbia.
John J. Miller, W ashington, D. C., Member, Board 
of Accountancy for the D istrict of Columbia.
J . A. Councilor, W ashington, D. C., President, Dis­
tr ic t of Columbia Institute, of Certified Public Ac­
countants.
W. L. Harrison, W ashington, D. C., Secretary, 
American Society of Certified Public Accountants.
F. S. Chappell, W ashington, D. C., Business Man­
ager, THE CERTIFIED PUBLIC ACCOUNTANT.
Alonzo Richardson, Atlanta, Georgia, President, 
Georgia Society of Certified Public Accountants.
E. M. Blaylock, Idaho Falls, Idaho, S tate Represen­
ta tiv e  of the American Society of Certified Public 
Accountants.
George W. Rossetter, Chicago, Illinois, Treasurer, 
American Society of Certified Public Accountants.
H. L. Chambers, South Bend, Indiana, Director, 
Indiana Association of Certified Public Accountants.
George S. Olive, Indianapolis, Indiana, T reasurer, 
Indiana Association of Certified Public Accountants.
A. H. Ham m arstrom , Clinton, Iowa, President, 
Iowa Society of Certified Public Accountants and 
S tate  Representative of the American Society of 
Certified Public Accountants.
W. A. Hifner, Jr., Lexington, Ky., President, Ken­
tucky Society of Certified Public Accountants.
Archie M. Smith, New Orleans, La., President, 
Louisiana S tate Board of Certified Public Account­
ants.
George A. Treadwell, New Orleans, La., Secretary, 
Society of Louisiana Certified Public Accountants.
Henry J. Miller, New Orleans, La., Vice President 
of the American Society of Certified Public Ac­
countants.
Thomas L. Berry, Baltimore, Md., Chairman, Mary­
land S tate Board of Examiners.
J. K. Eagan, Baltimore, Md., Secretary-Treasurer, 
Maryland S tate  Board of Examiners.
Charles O. Hall, Baltimore, Md., P residen t Mary­
land Association of Certified Public Accountants.
Edwin L. Pride, Boston, Mass., President, Massa­
chusetts S tate Board of Exam iners of Accountants.
Jam es J. Fox, Boston, Mass., Member, Massa­
chusetts S tate Board of Exam iners of Accountants.
Stanley G. H. Fitch, Boston, Mass., President, 
M assachusetts S tate  Society of Certified Public Ac­
countants.
Thomas H. Evans, Detroit, Mich., President, Mich­
igan Association of Certified Public Accountants.
D. W. Springer, Ann Arbor, Mich., Secretary, 
Michigan S tate Board of Accountancy.
W. T. McConnell, Detroit, Mich., Secretary, Mich­
igan Association of Certified Public Accountants.
Edward Fraser, K ansas City, Mo., T reasurer, Mis­
souri S tate Board of Accountancy.
Edwin H. W agner, K ansas City, Mo., President, 
Missouri S tate  Society of Certified Public Account­
ants.
E. Ramon Colvert, Lincoln, Nebr., Vice President, 
Nebraska Society of Public Accountants.
Jam es F. Hughes, Jersey  City, N. J., Treasurer, 
New Jersey S tate  Board of Public Accountants.
F rank  G. Du Bois, Newark, N. J., Representing the 
Society of Certified Public Accountants of New 
Jersey.
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Homer A. Dunn, New York City, Chairman, Ameri­
can Society Committee on Relations W ith State So­
cieties, Director of the American Society of Certified 
Public Accountants.
Frank W ilbur Main, P ittsburgh, Pa., Vice Presi­
dent, Pennsylvania S tate Board of Exam iners of 
Public Accountants.
Louis A. Searson, Columbia, S. C., President, South 
Carolina Board of Exam iners of Public Accountants.
B. C. Wallace, Greenwood, S. C., President, South 
Carolina Association of Certified Public Accountants.
John S. Glenn, Nashville, Tenn., Secretary-Treas- 
ury, Tennessee State Board of Accountancy.
A. C. Upleger, Waco, Texas, Chairman, Texas 
S tate Board of Accountancy.
A. Lee Rawlings, Norfolk, Va., Chairman, Legis­
lative Committee of the  Virginia Society of Public 
Accountants.
W. L. Elkins, Richmond, Va., P resident Virginia 
Society of Public Accountants.
E. G. Shorrock, Seattle, Wash., Representing the  
W ashington S tate  Board of Accountancy, the Oregon 
S tate  Board of Accountancy, the W ashington So­
ciety of Certified Public Accountants, the Oregon 
S tate Society of Certified Public Accountants.
Jesse L. Cramer, Parkersburg, W. Va., Director, 
Association of Certified Public Accountants of W est 
Virginia.
Okey K. Hayslip, H untington, W. Va., President, 
Association of Certified Public Accountants of W est 
Virginia.
E. C. Conley, Huntington, W. Va., Association of 
Certified Public Accountants of W est Virginia.
The meeting was called to order by E. L. 
Pride, member of the Massachusetts State 
Board and president of the American Society 
of Certified Public Accountants. William 
Clabaugh, secretary of the District of Colum­
bia Board gave a short address of welcome, 
the point of which was that the District of 
Columbia did not belong to those who lived 
there but belonged to the United States as a 
whole. Its C. P. A. law was not passed be­
cause the people in the District were for it 
but because it was endorsed by representa­
tive certified accountants in all of the States. 
The District Board, therefore, while a crea­
ture of congressional action and while tech­
nically responsible to the District Commis­
sioners, has a larger responsibility to the ac­
countants and the public throughout the en­
tire country and must look to them as well 
for the protection which is often necessary 
to be secured for District officials.
The persons present agreed that the first 
matter should be the reading of a suggested 
State law which had been prepared by D. W. 
Springer, secretary of the Michigan State 
Board and chairman of the Legislative Com­
mittee of the American Society. This sug­
gested law did not follow the law of any 
single State but was a compilation of the 
points brought out in recent C. P. A. legis­
lation and included the suggestions of those 
who had answered the two questionnaires 
which had been sent out. For the purpose of 
discussion, an attempt had been made to in­
clude in the law every suggested feature so 
that all of the matters would be before the 
body for their consideration. Mimeographed 
copies had been prepared so that those pres­
ent could follow the reading which was in­
terspersed by the writer with explanations 
as to why certain points were introduced and 
as to the origin of other points. No discus­
sion was entered into during this reading.
Following this, it was decided to introduce 
the other phase of the work of the confer­
ence before lunch, reserving all discussion 
until the afternoon. Homer A. Dunn, chair­
man of the American Society Committee on 
Relations with State Societies, discussed the 
relationship which should exist between State 
Societies and the national organization, the 
relation which should exist between State So­
cieties and State boards, and the method by 
which State Societies might function most 
effectively.
He expressed the feeling that the time 
would come in the accounting profession, as. 
it already had come in the medical and legal 
professions, when it would be impossible for 
a certified public accountant to become a 
member of the American Society without be­
ing a member of a State Society. He also 
advocated the closest harmony between State 
societies and State boards in all matters re­
lating to professional requirements, recogniz­
ing the fact that while the profession was 
largely affected by the action of the State 
society the legal status of the members 
thereof was in the safe keeping of the mem­
bers of the State boards.
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His strongest plea was for a recognition of 
two distinct lines of effort in connection with 
the work of the State societies. He cited ex­
periences to show that the best results were 
obtained where the State societies placed the 
transaction of business in the hands of the 
officers and directors and utilized the regu­
lar meetings for the presentation and discus­
sion of technical and professional questions. 
He also advocated bringing in to those regu­
lar meetings persons outside the regular ac­
counting ranks who might present subjects 
which would be of interest to accountants, 
not overlooking the fact that entertainment 
should be provided in sufficient quantities to 
spice the regular meetings.
The conference adjourned at 12.15 and 
went in a body to the White House for the 
purpose of greeting President Coolidge, after 
which they dispersed for lunch.
Coming together at half past two, the con­
ference remained in session until seven fif­
teen. On opening the afternoon session, Mr. 
Rawlings, representing the State Society of 
Virginia, took a few moments to emphasize 
the points which had been brought out by 
Mr. Dunn at the morning meeting and adding 
the suggestion that the Virginia Society in­
cluded in its membership not only the cer­
tified public accountant, but also, as an asso­
ciate, the accountants who are in the offices 
of certified men and who are sufficiently in­
terested in the work of the Society to assume 
membership. Mr. Rawlings maintained that 
by this method the accountants were trained 
prior to the time when they became active 
members. He also brought out the fact that 
the State society had been quite successful 
in issuing a Quarterly Journal which was dis­
tributed to the banking and financial insti­
tutions of the State.
The suggested law was then taken up, par­
agraph by paragraph, and as questionable 
points were reached the persons present ex­
pressed by a vote their opinion on the mat­
ter. It was understood from the beginning 
that the body was not committing any one 
to any particular policy but that they were
merely expressing their personal opinion fol­
lowing a discussion on the particular point in 
the suggested law. It was clearly recognized 
that such a thing as a model law, except in 
principle, was impossible, as each State must 
and will follow, in the phraseology, the legis­
lation which has been previously enacted 
governing professional laws.
In many of the votes no question of prin­
ciple was involved, as, for instance, the num­
ber of persons which should compose the 
Board. Twenty voted for a five-man Board 
while 8 voted for a three-man Board, the vote 
largely depending on the experience which 
the States represented had had with their 
boards in the past. If any principle was in­
volved in the discussion at this point, it was 
that if the Board was composed exclusively 
of certified public accountants three members 
might be sufficient, but if attorneys or edu­
cators were to be found on the Board a five- 
man Board was preferable.
It will be noted that not all the members 
present voted on each proposition. With 
reference to nearly every question there were 
some who thought it was immaterial what 
decision was reached and there were others 
who had not fully made up their minds as 
to how their votes should be cast.
The following votes were the most impor­
tant. The group agreed, with only one nega­
tive vote, that the Board should be appointed 
by the Governor, as this seemed to conform 
more nearly to the practice in the various 
States with regard to their other professional 
boards. As to whether the Board should 
contain all C. P. A.’s or not, 27 were so in­
clined while 5 voted in favor of an attorney 
or an educator on the Board. Sixteen votes 
were cast in favor of the selection of the 
Board by the Governor from nominations 
made by the State society, while 6 were in 
favor of the Governor making the selections 
without such nominations. With a single 
dissenting vote it was agreed that no person 
should be appointed a member of a State 
board who had not been practicing public ac­
counting for at least five years.
(Continued on page 45.)
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Report of Committee on Relations with 
State Societies
HOMER A. DUNN.
Read at Annual Meeting, Detroit, September 11, 1924.
J  N being called upon to address this gather­
ing on relations with State Societies, I 
come quite unprepared because of not being 
made aware until quite recently that I had 
been expected to serve through this last fiscal 
year as chairman of the Committee on Rela­
tions with State Societies. In consequence, 
there has not been such a committee and I 
can give you only some account of personal 
activities throughout the year in connection 
with Society affairs.
During a visit to Seattle in the summer 
months I was invited by members of the 
Washington State Society to join them in at­
tendance at a meeting in Vancouver, B. C. 
This was a joint meeting of the Vancouver 
Society of Chartered Accountants, the Wash­
ington State Society of Certified Public Ac­
countants, and the Oregon State Society of 
Certified Public Accountants. These summer 
joint meetings are held alternately in Port­
land, Seattle, and Vancouver. The meeting 
in the summer of 1925 is due to be held in 
Portland, and in the next succeeding year it 
will be held in Seattle, and so on.
The joint meeting in Vancouver was a most 
enjoyable affair. I was impressed with the 
attendance, the good fellowship, and the gen­
eral fraternizing, by which latter I mean 
that there was a noticeable absence of any 
gathering together in cliques on the part of 
those attending. The entertainment of the 
attendants at this meeting was well taken 
care of by the Entertainment Committee of 
the Vancouver Society.
I was given an opportunity to compliment 
the three organizations on having arranged 
these annual meetings, took advantage of the 
opportunity to say something in relation to 
our American Society of Certified Public Ac­
countants, about which our Vancouver con­
temporaries seemed to be somewhat in­
formed, and I took the liberty of making con­
structive suggestions over the absence of 
prepared papers and general discussions of 
accountancy and related subjects in the hope 
that my suggestions in that regard might 
serve the purpose of starting something.
There are contiguous States in our country 
that could well follow the example of these 
three societies. There are borderline cities 
that would afford convenient places for the 
members of such societies to foregather in 
joint assemblage for their social enjoyment 
and to their professional profit.
Probably because of some acquaintance in 
that locality and because of an opportunity 
that was afforded me in the preceding year 
to address the Georgia State Society, par­
ticularly in relation to the American Society, 
I was called upon not long since to give advice 
and counsel and documentary help to the 
Georgia State Society Committee on the re­
vision of its constitution and by-laws, a mat­
ter that is still in process. They have two 
particular problems. One is a provision for 
chapters so that there may be regular 
monthly gatherings of members in other 
places than the seat of the State Society, 
which is in Atlanta. That problem is not 
difficult of solution; it has been solved in 
other States. The other problem is whether 
or not and how to provide a class of member­
ship for non-certified public accountants, of 
which there are a considerable number in 
practice in the State. A few other States 
have similar conditions to consider. The ad­
vantage of influence which may be exercised 
over these public accountants through con­
tact in monthly gatherings can not be denied.
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and I believe that they should not be excluded 
from consideration. This influence is particu­
larly desirable whenever there arises a ques­
tion of revision of legislation. There are two 
ways in which the provision for this contact 
and influence can be made. One is by organ­
ization of a State Society of Public Account­
ants with equality in the membership. The 
other is by the continuation of the State So­
ciety of Certified Public Accountants and 
making provision for admission of non­
certified public accountants as associate mem­
bers without franchise in the administrative 
affairs of the society, with voice in the dis­
cussions, and without privilege of holding 
themselves out as members of the organiza­
tion and so creating a false impression on 
the part of the public.
During the last two years the New York 
State Society has passed through the throes 
of an extensive and ambitious legislative pro­
gram. The situation in that State is compli­
cated by the presence of a large number of 
non-certified public accountant practitioners. 
The Legislative Committee of the Society, the 
directors of the Society, and the members of 
the Society did a vast amount of work in for­
mulating a bill, being encouraged all the time 
by the New York State Education Depart­
ment, which is the administrative branch of 
the Board of Regents of the University of 
the State of New York. Under the conditions 
which exist no hope could be held of the 
favorable consideration of a bill by the legis­
lature unless it had the endorsement of the 
department of the State which functions in 
the regulation of professions generally, 
namely, the New York State Education De­
partment. Finally a bill which was the prod­
uct of the New York State Society, was de­
livered to the New York State Education De­
partment for review and approval, and the 
approval was not forthcoming. This ad­
ministrative department of the State took 
the position that there should be some rea­
sonable analogy established between its juris­
diction over the accountancy profession and 
its jurisdiction over the other professions,
and this would involve prohibition against 
the practice of accountancy within the State 
by any person who was not, first, the holder 
of a certificate as a Certified Public Account­
ant, and second, the holder of a license from 
the State. As a practical proposition, it be­
came necessary to take cognizance of this 
firm attitude on the part of the State Educa­
tion Department and to recognize its con­
sistency from the point of view of the con­
ditions obtaining in respect of the other 
professions, which even include the educa­
tional qualifications of candidates for exami­
nations in law, which examinations, however, 
do not Come under the jurisdiction of this 
department of the State, but under the juris­
diction of the Courts as usual. In consequence 
of this recognition the New York State Edu­
cation Department and the New York State 
Society Legislative Committee joined to­
gether in framing a bill which became known 
as the McGinnies bill, because of its introduc­
tion by an assemblyman of that name, who 
was a member of the assembly committee on 
general laws. To shorten the story, this bill 
after some amendments in committee and a 
hearing by a joint subcommittee of the com­
mittees on general laws in the Senate and 
the Assembly and further amendments, was 
passed by both houses of the legislature. But 
the governor vetoed the bill on the ground 
that there was getting to be entirely too 
much restriction in and regulation over so- 
called professions. Preceding this veto, the 
governor held a hearing on the bill. The 
latest restrictive regulation immediately pre­
ceding that hearing was in revised rules laid 
down by the Court of Appeals of the State— 
equivalent to the ordinary state supreme 
court—governing law students, and inci­
dentally it may be mentioned that at this 
time the governor had a son who was a law 
student and that in a private conference he 
had shown great annoyance over these new 
rules, notwithstanding they had been urged 
upon the Court of Appeals by the Bar Asso­
ciation of the State for the purpose of curing
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evils which had extended over a considerable 
period of years.
The outstanding feature of the McGinnies 
bill was in the provision which was equiva­
lent to a waiver of educational requirements 
and the granting of C. P. A. certificates 
to those persons who had prior to the pas­
sage of the act been in continuous practice 
for a period of at least three years as public 
accountants either on their own account or 
as accountants in charge, leaving to the 
board of five examiners some exercise of 
discretion and judgment as to morals and 
general standing in the community, so that 
the Board of Examiners would not be without 
power to exclude anyone deemed to be unde­
sirable notwithstanding the fulfillment of 
the experience requirement. This Board of 
Examiners was also given quasi judicial 
powers for the hearing of charges and de­
termining innocence or guilt, and, in the lat­
ter case, annulling the certificate. Another 
and important provision was that partner­
ships might hold themselves within the State 
as Certified Public Accountants when in the 
organization they contain partners of domi­
cile in other States who were Certified Public 
Accountants in such States. Another desir­
able provision was in the grant of permission 
to C. P. A.’s of other States to enter and prac­
tice in the State of New York on engage­
ments taken elsewhere for a period not to 
exceed six months in any one year.
The accountancy bills which have recently 
been passed in the States of Maryland and 
Louisiana are in their restrictive features 
similar to those in the bill which was offered 
by the New York State Society to the New 
York State Educational Department.
This idea of restrictive legislation for the 
purpose of establishing accountancy as a 
profession is showing signs of spreading. We 
have it in Connecticut, of which State So­
ciety I am a member and have been made a 
member of its Committee on Legislation. In 
that State, however, there is an unfortunate 
lack of administrative jurisdiction by any 
department of the State over professions
generally. After consideration of this fact 
by the Connecticut Society Committee on 
Legislation, it seemed impracticable to get 
through any restrictive legislation without 
first having established an administrative 
jurisdiction on the part of some department 
of the State. Connecticut has a State Edu­
cation Department with jurisdiction over 
secondary schools. Briefly, the program in 
Connecticut is to interest and procure co­
operation of other professions in the estab­
lishment in the State of a department hav­
ing jurisdiction over the professions and 
probably extending the powers and authority 
of the State Education Department for that 
purpose. This is an ambitious program but a 
laudable one and apparently a necessary one.
Further than this there is nothing for me 
to report at this time, and I thank you for 
your patience and attention.
MR. MILLER (Louisiana): Just to start 
the ball rolling, I’d like to ask the Committee 
on Relations with State Societies to consider a 
peculiar problem that arises in those States 
that adopt a complete regulatory law. Louisi­
ana, as you know, has passed a new law, and 
the question arises in the State Society of 
Certified Public Accountants as to what at­
titude we are to assume in respect to public 
accountants registered under the new act. 
Should the State Society make provision to 
take these men into the State Society under 
certain conditions, or would it be more ad­
visable to foster the organization of a society 
of public accountants registered, or would it 
be better not to affiliate or sponsor any move­
ment of that kind? I think that will be of 
keen interest in the coming year, especially 
as it is understood that a great number of 
States are contemplating similar laws. It 
is going to be a problem for the State So­
cieties to decide, and we in Louisiana would 
appreciate very much hearing something 
from the committee along that line.
MR. DUNN: Instead of undertaking to an­
swer that question, I'd like to call on Mr. 
Alonzo Richardson to describe to us the situ­
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ation in Georgia, and the possible means by 
which the problem can be solved.
MR. RICHARDSON (Georgia): The ques­
tion raised by Mr. Miller is one that we really 
haven’t  given very much thought to. We did 
make an effort this year to get through some 
much needed legislation. The Georgia So­
ciety of Certified Public Accountants, of 
which I happen to be president this year, has 
worked for some time on a bill. The bill was 
not perfect by any means, but we thought 
it was a great improvement over what we 
have.
We made the mistake of having that bill 
printed, and we furnished every member of 
the Georgia Society with a copy of it. With­
in a very few days it got scattered all over 
the State, and it looked to us like every ac­
countant in Georgia went to work to draft 
his own bill, taking our bill as a basis, and 
making changes in one section or another. 
There were six or eight bills introduced into 
the legislature, all very much alike, but still 
with very great differences in some sections.
Finally, to put a stop to the whole thing, 
the chairman of the Special Judiciary Com­
mittee of the Senate drafted a bill revoking 
the C. P. A. Act of Georgia, which we are 
now working under, putting absolutely noth­
ing in its place, making it a misdemeanor, 
subject to fine or imprisonment, for any man 
in Georgia to hold himself out as a C. P. A.
When notice of that bill came out I sent 
over and got a copy of it, and then I sent one 
of the boys from the office over to him asking 
what the bill meant. He sent word back that 
I needn’t  give it a moment’s thought, that it 
was right under this thumb, and that there it 
would stay. He said they got sick and tired 
of accountants coming in with their own bills, 
and they were trying to shut them off, so all 
legislation was shut off.
Coming right down to Mr. Miller’s point, 
we have a section requiring registration of 
public accountants. We considered that mat­
ter very, very carefully. There are a num­
ber of nationally-known firms in Georgia, and 
we had to let them stay. There are a good
many other accountants in Georgia, and we 
couldn’t legislate them out of business.
We have drafted a section of that law that 
practically permits any man who has a de­
sire to be a public accountant to become one, 
and pay a fee of $25 and register as a public 
accountant. There is no examination, there 
are no qualifications. We have tried to make 
the difference between public accountants and 
certified public accountants as wide as we 
possibly could. They register one time by 
paying $25, and they are entitled to go right 
in and practice. After the expiration of 
twelve months, no more public accountants 
can register. We simply have to let in every­
body that is in practice now. What we are 
trying to do is to shut off a new crop of pub­
lic accountants coming on every year. If we 
ever get that bill through, twelve months 
after its passage, no one else can come into 
the State and practice as a public accountant, 
and those junior clerks that are there now 
can’t start out and practice on their own ac­
count. That is about the way it stands now.
MR. DUNN: Mr. Richardson hasn’t 
touched on the matter he spoke to me about, 
a society matter entirely. If I am not cor­
rect, Mr. Richardson will please correct me.
The Georgia Society made provision for 
associate membership. These associate mem­
bers were not C. P. A.’s. In the revision of 
the constitution and by-laws, some questions 
have arisen in regard to that associate mem­
bership. Public accountants may be em­
ployees of C. P. A.’s, but not C. P. A.’s. That 
is wherein the analogy of registered public 
accountants occurs so far as society mem­
bership is concerned.
It seems to me that the plan under dis­
cussion or in contemplation in Georgia is pos­
sibly the most practical solution, and that is 
to eliminate membership in the Georgia So­
ciety on the part of all who are not C. P.. A.’s, 
but to divide the Georgia Society into chap­
ters. And I may say here that you may have 
a situation somewhat similar to that in the 
State of Washington, at least in the provis­
ions, that there may then be associate mem­
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bers in the chapter which primarily is formed 
out of the membership of the society. But 
public accountants who are registered as 
such may join the chapter as associates, but 
not by reason of that fact become members 
of the State organization.
MR. RICHARDSON: Mr. Dunn, will you 
allow me to correct you right there? We 
don’t take any public accountants practicing 
on their own account into the Georgia Asso­
ciation as associates. Associate members in 
the Georgia Society are made up of juniors 
in the employ of some C. P. A. member of 
the society, and as soon as he leaves the em­
ploy of that man he is automatically dropped. 
The associates in the Georgia Society are 
merely juniors and assistants in the employ 
of member C. P. A.’s.
MR. DUNN: Is it the intention to admit 
those who are practicing on their own ac­
count?
MR. RICHARDSON: No.
MR. DUNN: That wouldn’t make provis­
ion for all registered public accountants. It 
would eliminate from the chapters those who 
are registered public accountants who are in 
practice for themselves. It is a very debat­
able question whether a State Society can 
properly regulate and properly look after the 
interests of certified public accountants by 
admission to that society other than the 
State C. P. A.’s. It is conceivable to my mind, 
though, and that involves looking into the 
future where the geographical conditions are 
favorable, to sub-divide the society into chap­
ters where papers will be introduced for dis­
cussion as frequently as the meetings of the 
chapter are held, and admit a non-C. P. A. 
class who will have no vote, but will partici­
pate in the discussion of the papers. The 
hope always in a situation of that kind will 
be that those so admitted will, in the course 
of time, qualify in accountancy work and be­
come C. P. A.’s and full-fledged members of 
the chapters, and likewise full-fledged mem­
bers of the society.
The situation in New York is not compar­
able with those conditions with which we are
confronted in Georgia, Louisiana, Washing­
ton, and Oregon, or Colorado, for example, 
although Colorado has no provision for 
chapters.
In the last year New York has made some 
progress in the chapter movement, but still 
the classification remains a member or a 
junior.
It is desirable, I would say, in any State 
like Louisiana, to try to keep the society in 
a position of influence over the practice of 
accountancy. It can’t  be put, obviously, in a 
position of control under the conditions re­
cited. It can not undertake to control those 
who are registered legally only as public ac­
countants. Its object should be influence.
I may be pardoned for going back a little in 
the history of New York State. We had at 
one time a very, very undesirable situation. 
Our monthly meetings were taken up with 
discussions and internal bickerings between 
cliques with regard to the management of 
the society. The Board of Directors didn’t  
mean anything so far as management was 
concerned. Everything was thrashed out in 
the monthly meeting. We never had a tech­
nical subject brought before us. Time was 
spent on bickering, and the attendance fell 
off until only a few other than these cliques 
attended. That brought on a very large fight 
eventually, and the fight was won by the pro­
fessional crowd, since which time the affairs 
of the society have been in the hands of the 
Board of Directors, and the society meetings 
are educational programs—distinctly that, 
and when there are matters like the recent 
McGinnies bill for the society to consider and 
instruct its legislative committee on, and re­
ceive recommendations of the Board of Di­
rectors in such matters, special meetings are 
called so that there is no divergence, or prac­
tically none, from the educational work in the 
society meetings.
It isn’t only members of the society who 
address these meetings, but bankers, presi­
dents of merchants’ associations, somebody 
from some of our mercantile establishments, 
and so on through, and they are put on the
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carpet, not limitedly, but extensively, with 
questions. The consequence has been that 
the attendance at the monthly meetings of 
the New York State Society for ten months 
of the year is pretty nearly all anybody could 
reasonably ask of busy men.
That has created healthy conditions, cre­
ated a very considerable increase in member­
ship without having to go after it. The suc­
cessful ones generally come and knock at the 
door. Anybody is welcome to sit in ; there is 
no vote, but they can sit and listen, but they 
can’t  take part because they are not members 
of the society; there is a small number in 
that class, and they are welcome.
During the last year the society has gone 
into the chapter question, and we are to have 
a healthy chapter now in Buffalo. The pledge 
has been given by some of the older mem­
bers who have been in practice for a great 
many years, that they will pay some atten­
tion to that chapter in Buffalo. I don’t mean 
to say there aren’t some old practicing ac­
countants in Buffalo, because there are; Mr. 
Watkins is one, for instance. He is on the 
board of directors of the New York State 
society for the very important reason of get­
ting a chapter started in Buffalo.
I have gone into this rather more exten­
sively than was contemplated by Mr. Miller, 
but I am doing it for the purpose of pointing 
the way to the creation of healthy conditions 
in the bodies of C. P. A.’s organized in the 
several States. You can’t do it by meetings 
to transact formal business. You have to 
get on the educational plan to hold the in­
terest of those who ought to attend, get their 
interest and hold it. That has been proven 
beyond doubt in the history of the New York 
State Society.
In Louisiana the conditions in the State 
may be such that they might or might not 
have a chapter outside of New Orleans. I 
am not sufficiently familiar to even venture 
a thought on whether there should be a 
chapter at Baton Rouge or Shreveport. But 
if you can get a few people interested—it 
doesn’t necessarily mean you need a large
membership to constitute a chapter, six peo­
ple can create and carry on a chapter in a 
local community if they are interested. If 
they will have technical subjects for discus­
sion, and if they can rely upon the parent 
body for assistance in that work from time 
to time, they ought to get along splendidly.
I don’t  know that I have given Mr. Miller 
very much in the way of concrete sugges­
tions on the solution of the problem that is 
before them, excepting through the chapters 
and associate membership in chapters with­
out membership in the State organization.
STATE BOARD NEWS 
Alaska
Our readers will be interested in learning 
that the Attorney General of the Territory of 
Alaska has ruled that the C. P. A. law of 
Alaska, effective May 3, 1923 (reported in 
the June, 1924, issue of “The Certified Public 
Accountant”), is invalid.
For the present the Alaska Board of Ac­
countancy is not functioning. The new ses­
sion of the Territorial Legislature will com­
mence on March 1 , 1925, and it is the purpose 
of the public accountants in Alaska to frame 
and have introduced another law which will 
put the profession on a proper basis and em­
body all of the features which a law of this 
character should contain.
Connecticut
Governor Charles A. Templeton of Con­
necticut has appointed Charles F. Coates for 
a term of three years from January 1, 1925, 
to succeed himself as a member of the State 
Board of Accountancy. Mr. Coates is a mem­
ber of the firm of Hadfield, Rothwell and 
Soule, Certified Public Accountants, with offi­
ces at Hartford and Bridgeport and a mem­
ber of the American Society.
Nebraska
Henry C. Moeller, C. P. A., 805 Omaha Na­
tional Bank Building, Omaha, Nebr., has been 
appointed a member of the Board of Exam­
iners of Certified Public Accountants by the 
Governor of Nebraska. Mr. Moeller is a 
charter member of the American Society.
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T h e  Title “ C. P. A .”
REMARKS OF W. L. HARRISON 
Before the Maine C. P. A.’s, Portland, Me., November 22, 1924
T BELIEVE there is justification for the 
statement that the average Certified Pub­
lic Accountant has been laboring, for a long 
time, under a mistaken idea as to what his 
C. P. A. certificate really is. If, in the short 
time allotted, I say something that will help 
you to a clear understanding of just what 
the State has done when, in the exercise of 
its sovereign powers, it has granted to you 
the right to designate yourself as a Certified 
Public Accountant, I will feel fully repaid for 
the time and effort necessary to my appear­
ance before you.
The misunderstandings that have arisen 
relative to the Certified Public Accountant’s 
license have been the causes of many of the 
problems and difficulties that now confront 
us. In order to bring the license to practice 
accountancy in a State into proper perspec­
tive, it is necessary to analyze some of the 
fundamental principles of our Government. 
As you know, the first attempt to unite the 
original thirteen American colonies was un­
successful, and the Articles of Confederation, 
under which the States joined just after the 
Revolutionary War, was a failure, because 
the several States were so jealous of their 
rights and powers which had so recently been 
wrestled from the Crown of England they 
were unwilling to concede some of the basic 
powers of the sovereign State to the Federal 
Government in order that the Federal Gov­
ernment might assert itself and act and con­
duct itself as a sovereign power. The situa­
tion became so intolerable that, in 1787, it 
was necessary to call a general convention 
of the several States with a view to amend­
ing the then existing Articles of Confedera­
tion. This conference labored long to recon­
cile the differences that existed in the minds 
of the exponents of a strong national gov­
ernment and the advocators of State control 
and State rights.
The fruit of their labors was the present 
Federal Constitution which when ratified 
took the place of the Articles of Confedera­
tion. This Constitution was a specific grant 
to the Federal Government of certain powers 
that were heretofore possessed by the sov­
ereign States. It has been successfully main­
tained since that time that all the powers 
which were not specifically granted by the 
States to the Federal Government were re­
tained by the several States.
One of the powers which the States jeal­
ously guarded and reserved unto themselves 
was the power of police regulation and con­
trol within the State. Under this power of 
police control, the States have always made 
laws defining what is a breach of the peace 
and a crime against the peace and dignity 
of the State. From time to time laws have 
been passed regulating the activities of the 
citizens; all of which laws are designed to 
promote the peace and prosperity of the citi­
zens with in the State.
From time to time as an occupation or pro­
fession developed to the point where it be­
came necessary for the welfare of the com­
munity to exercise control over those who 
engaged in that occupation or profession, the 
State has passed laws regulatory thereto. 
In the exercise of this police power, the older 
professions, such as law, medicine, dentistry, 
have long been completely controlled. It was 
only about thirty years ago that it appeared 
to the law-making bodies that it was desir­
able for the State to exercise some control 
over those persons who engaged in the pub­
lic practice of accountancy. In exercising 
this power the States created Boards of Pub­
lic Accountancy Examiners for the purpose 
of passing on the qualifications of those per­
sons desiring to practice as Certified Public 
Accountants. From time to time since 1896, 
when the first C. P. A. law was passed in the
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State of New York, other States have passed 
similar legislation until the passage of a law 
in New Mexico in 1921, which made the 
States unanimous in this type of legislation. 
Since 1921 the District of Columbia, the Ter­
ritories of Alaska and Hawaii, and the Phil­
ippine Islands, have passed similar laws so 
that to-day in fifty-two separate and distinct 
jurisdictions under the American flag the 
laws provide for the regulation of the prac­
tice of public accountancy as Certified Public 
Accountants. All of these laws are designed 
to protect the citizens within each of the sev­
eral jurisdictions. They could not possibly 
have any other objective, because it is not 
within the province of the State of New 
York, or of any other State, to pass a law 
designed to regulate the internal affairs of 
another State. Notwithstanding this funda­
mental principle, some of the original lead­
e rs  in this movement to have accountancy 
regulated conceived the idea that when the 
great State of New York placed its seal on 
the qualifications to practice public account-
 ancy of one of its citizens, and issued to that 
citizen a license to so practice in the State of 
New York that the holder of this certficate 
became a Certified Public Accountant entitled 
to recognition as such wherever he might 
travel or reside. They evidently borrowed 
from the British C. A. degree the idea that 
this C. P. A. license is a C. P. A. “degree” for 
they immediately adopted the practice of call­
ing it a C. P. A. “degree.” How well they 
spread this erroneous idea is demonstrated 
by the fact that to-day nine out of ten Cer­
tified Public Accountants refer to their 
license as a “Degree.” There is in the minds 
of most Certified Public Accountants the mis­
taken idea that the C. P. A. certificate is a 
“Degree” similar in character to an academic 
degree conferred by an educational institu­
tion, as for instance, Harvard University. It 
is a well-known fact that a Harvard graduate 
is such wherever he may reside and he may 
with propriety so style himself. The degree 
of Ph. D., or any other degree, issued by 
Harvard University, is merely the evidence
of the fact that as of a certain date the 
holder thereof possessed certain educational 
attainments, and that except for fraud in ob­
taining the degree, he is forever the holder 
of such degree. It can not be revoked ex­
cept upon a showing of fraud in its acquisi­
tion. On the other hand, the authority of the 
State under no circumstances is a license per­
petual. The State’s license is for the “period 
of good behavior.”
With an understanding of this funda­
mental difference between a “Degree” and 
a Government license, we can more readily 
appreciate the difficulties into which we have 
been led by those who would erroneously call 
the C. P. A. license a “Degree.” The theory 
that it is a degree has led a Certified Public 
Accountant of a State, say North Carolina, 
Indiana, New Hampshire, or any of the 
States, to go beyond the borders of the State 
that issued his certificate and claim a recog­
nition for that certificate to which he is in 
nowise entitled. We find the C. P. A. of one 
State moving into another State and imme­
diately claiming that by reason of the pos­
session of this so-called “Degree” that he 
ought to be ipso facto recognized as such 
without further form or ceremony.
I am not over-emphasizing the case when 
I say that nine out of ten C. P. A.’s who move 
outside of the jurisdiction that granted their 
C. P. A. certificate feel that an injustice is 
being done to them when it is suggested 
that they have no right to call themselves 
C. P. A.’s in the State of their new residence 
by reason of their holding of a certificate 
in some other State.
This problem should not present such diffi­
culties because if we analyze the other pro­
fessions that are similarly regulated under 
the police power of the sovereign State we 
do not find such a fallacy existing in the 
minds of the members of the profession or 
even of the general public. If a legally 
licensed physician in the State of Maine de­
cides to move down into the State of New 
York to practice his profession, he nor the 
(Continued on page 37.)
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Ratios— Their Use by Accountants
By CHARLES HECHT, C. P. A., New York City
P aper read a t Annual Meeting, Detroit, September 12, 1924
T HE tremendous number of failures which 
occur annually throughout the United 
States is perhaps the greatest item of loss 
with which the nation has to contend. It 
affects every artery or our national and busi­
ness life. It increases taxes and destroys eco­
nomic wealth. It is safe to say that not less 
than $1,000,000,000 a year is lost in this man­
ner.
Next to the tremendous loss sustained an­
nually through destruction by fire, the busi­
ness failures are perhaps the largest. Pri­
marily, bankers and creditors are responsible. 
Credit should not be based simply upon the 
amount of capital which one may have. Be­
hind it there should be the knowledge of how 
to administer a business. This a vast ma­
jority of the business men of the country do 
not possess. They do know that they need 
money, or money’s worth—credit, and when 
they obtain it, use it without due regard to 
the consequences of their own acts. This is
Chart No. 2—Name of Concern—Form of Organization—Kind of Business—Terms of Sale.
Analysis Amount Total Analysis Amount Total
ASSETS
liquid assets:
Trade debtors, net:
LIABILITIES 
Current liabilities:
Loans:
Banks . . ..................
Trade creditors, net:
Evidenced by notes....................................
Officers, employees, taxes, etc........................
Total current liabilities (1)..................
Current assets: 
Merchandise inventories:
Non-current liabilities:
Others, payable after one year.......................
Total non-current liabilities....................
Non-current assets:
Net worth:
Capital account:
Capital stock..........................................
Deferred charges:
Total net worth (3)................................
*
Total liabilities.......................................
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not intentional. It is directly chargeable to 
the system whereby men may enter business 
who are perhaps good artisans, tradespeople, 
or merchants, but who are unable to success­
fully administer a business enterprise.
During the past 15 years countless exam­
inations into the affairs of business men 
whose ship struck the rocks reveal that either 
they had insufficient capital when they com­
menced, or they did not understand how to 
administer properly the capital with which 
they started. In very few cases has there 
been found a downright tendency for busi­
ness men to become crooks.
There are two classes of creditors, one com-
CHART No. 1—FORMULAE.
. Ratio of Current Assets for each $ of Current Liabilities 
Ratio of A/C R for each $ of Mdse. Inv.
. Ratio of Net Worth for each $ of Non-Current Assets 
. Ratio of Net Worth for each $ of Debt .
. Ratio of Salas for each $ of A/C Rec.
. Ratio of Sales for each $ of Mdse.
. Ratio of Sales for each $ of Net W orth 
.Ratio of Sales for each $ of Fixed Assets
posed of men who knew how to administer 
their business who are rarely caught in a 
business failure; the other those who were 
caught, and later often become enmeshed in 
similar difficulties themselves.
There has been developed during the past 
few years, particularly by the bankers of the 
country, due to these conditions, a method of 
analyzing business statements called the 
ratio method, whereby they are able to de­
termine with a certain degree of accuracy 
whether a prospective borrower is a good 
risk.
There are three elements which arise when 
credit is sought, and these three in their im­
portance are character, business results, and 
economic conditions. In most cases an appli­
cant’s moral character is good so that we 
need not consider. The economic conditions 
need not here be discussed, except to say that 
it is the concensus of opinion to-day that the 
successful business man of the coming decade 
must be one who is able to cope with the com­
plex economic and business conditions with 
which we are confronted.
 This brings us to the subject of business 
administration. Not one in a thousand can 
so analyze his balance sheet and the results 
of his business as to know what they fore­
cast for the future and what they tell of the 
past. This does not mean that one must be a 
seer. What it does mean is that certain rules 
can be followed which will interpret the trend
CHART No. Z—INTERPRETIVE INDEX
Weight
1923 1922 1921
Rec. Value Rec. Value Rec. Value
CA 25. 211. 52.75 50. 12.50 39. 9.75
7.90
CL
NW 10. 120. 12.00 101. 10.10 79.NCA.............................................
NW 25. 105. 26.25 92. 23.00 103. 25.75
33.80
D ..............................................
S 20. 60. 12.00 71. 14.20 169.A /C R ..........................................
S 20. 140. 28.00 93. 18.60 68. 13.60Mdse.
Total.................................. 100. 636. 131.00 407. 78.40 458. 90.80
Ratios.
1.
2.
3.
4. 
5.  
6. 
7. 
8.
CA
CL............
A/CR
Mdse.
NW
NCA........
NW
D ..........
S
A/CR 
S
Mdse........
S
NW.........
S
FA...........
•INDEX: 1rAR X W. T.=  VALUE
Index = Sum of Values
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of conditions and which will be an aid in ad­
ministering business affairs.
Every business man thinks he can read his 
balance sheet and he usually thinks that if 
his capital is larger at the end of the year 
than it was at the beginning he has made 
money. This is even true of some of the 
executives of large corporations and the 
criticism that I have to make applies to the 
corporations which issue bonds and sell their 
securities to thousands of investors, as well
as to the business man who loses his own and 
his creditors’ capital. It is the more glaring 
when we realize the number of reorganiza­
tions through which some of our railroads 
and big industries have gone because their 
executives could not properly analyze their 
financial affairs.
The debacle of 1920 and 1921 would never 
have occurred if the so-called captains of in­
dustry had but looked ahead and reckoned 
with what had to come. The hundreds of
CHART No. 3—BALANCE SHEET—MINING INDUSTRY
Analysis
ASSETS 
Liquid assets:
Bank balances and petty funds. 
Trade debtors, net:
Evidence by notes..............
Open account.....................
Marketable securities.............
Other liquid receivables.........
Total liquid assets .. .  
Current Assets:
Merchandise inventories:
Finished goods ............
Goods in process..........
Raw materials.............
Total currant assets.
Non-current assets:
Land and buildings, net.........
Plant and equipment, net......
Officers and employees..........
Other debtors, note or open
account ............................
Investments...........................
Deferred charges ....................
Total non-current assets.
Total assets
1923
$ 27,000.00
54,000.00
110, 000.00
191,000.00
36,000.00
119,000.00
$ 346,000.00
$ 729,000.00 
665,000.00
12,000.00
$1,432,000.00
$1,778,000.00
1922
$ 20,000.00
13,000.00
80,000.00
113,000.00
59,000.00
100,000.00
$ 272,000.00
$ 772,000.00 
800,000.00
31,000.00
$1,603,000.00
$1,875,000.00
1921
$ 17,000.00
20, 000.00
37,000.00
48,000.00
109,000.00
$ 194,000.00
$ 772,000.00 
705,000.00
20,000.00
$1,497,000.00
$1,691,000.00
Analysis
LIABILITIES 
Current liabilities: 
Loans:
Banks....................
Others...................
Trade creditors, net: 
Evidenced by notes. 
Open account.........
Officers, employees, taxes, etc.
Total current liabilities..
Non-current liabilities:
Bonds..................................
Mortgages...........................
Others, payable after one year.
Total non-current liabilities. 
Total debt.........................
Net worth:
Capital account: 
Common stock... 
Preferred stock... 
Surplus or deficit.
Total net worth. 
Total liabilities..
1923
$ 6,000.00 
46,000.00
34,000.00
$ 86,000.00
$ 338,000.00
34,000.00
$ 372,000.00
$ 458,000.00
$1,000,000.00
492,000.00
*172,000.00
$1,320,000.00
$1,778,000.00
1922
$ 65,000.00 
37,000.00
16,000.00
132,000.00
38,000.00
$ 288,000.00
$ 237,000.00
99,000.00
$ 336,000.00
$ 624.000.00
$1,000,000.00
469,000.00
*218,000.00
$1,251,000.00
$1,875,000.00
1921
$ 90,000.00
29,000.00
53,000.00
48,000.00
39,000.00
$ 259,000.00
$ 213.000.08
$ 213,000.00
$ 472.000.00
$1,000,000.00
469,000.00
*250,000.00
$1,219,000.00
$1,691,000.00
* Red
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millions of dollars which they spent in brick, 
mortar, and steel for future needs were ab­
solutely wasted. What can we expect of the 
average business man, who, after all, pre­
dominates in the business structure, when 
some of those who would lead industry have 
failed?
The time will come when a sounder method 
of analysis will be applied and when bankers 
will be held responsible for the offerings 
which they make to the public, and when this 
time comes we shall see fewer business fail­
ures.
The trained accountant can by the applica­
tion and use of ratios, analyze balance sheets 
and income accounts and thus bring con­
structive aid to business. Trained account­
ants are chargeable with the duty of improv­
ing business administrative knowledge, thus 
helping to stop the terrible destruction which 
is going on year after year. He can, by his 
advice, guide the business man and teach 
him how to observe the trends of danger 
which these ratios indicate and how they can 
be prevented. He can compare the results of 
a particular case with the results in a group 
of cases applicable to a particular industry. 
He can make this a national proposition.
The function of a modem physician is to 
teach humanity how to keep well. He not
alone cures, he prevents. The certified public 
accountant is the physician of business. It is 
his function to teach prevention and when 
he does he has added to the economic value 
of this country of ours.
It is to be said that ratios must always be 
considered in the light of business conditions 
and that they are subject to abnormal and 
subnormal conditions; as for example, the 
war period, 1914-1924. Ratios are by no 
means the alpha and omega. The subject is 
still in its infancy. The Federal Reserve 
Board Bulletin for March, 1919, gives credit 
to Alexander Wall, formerly of Detroit, now 
secretary of the Robert Morris Associates, 
as the pathfinder in this work. His book 
“Analytical Credits” published in 1921 was 
the first American work on this subject. 
James H. Bliss in 1923 published his book 
“Financial and Operating Ratios in Manage­
ment.”
Two types of ratios have been developed at 
the present time. They are static and dy­
namic. The first type deals with the balance 
sheet, the second with the flow of business 
“sales.” The treatment of the ratio as now 
discussed is in relation to its use by the pro­
fessional accountant as a check to be applied 
in verifying certain of the assets where an 
extended investigation is either not practical
CHART No. 4—INTERPRETIVE INDEX
Weight
1923 1922 1921 1920 1919 1918 1917 1916
Rec. Value Rec. Value Rec. Value Rec. Value Rec. Value Rec. Value Rec. Value Rec. Value
CA
CL......................
25 124. 31.00 127. 31.75 67. 16.75 87. 21.75 71. 17.75 100. 25.00 97. 24.25 126. 31.50
NW
NCA...................
10 87. 8.70 89. 8.90 38. 3.80 126. 12.60 97. 9.70 133. 13.30 116. 11.60 115. 11.50
NW
D .....................
25 155. 38.75 159. 39.75 62. 15.50 66. 16.50 37. 9.25 90. 22.50 88. 22.00 144. 36.00
S
A/CR.................
20 89. 17.80 72. 14.40 102. 20.40 108. 21.60 76. 15.20 105. 21.00 135. 27.00 113. 22.60
S
Mdse...................
20 78. 15.60 121. 24.20 114. 22.80 101. 20.20 57. 11.40 82. 16.40 123. 24.60 148. 29.60
Total—  — 100 533. 111.85 568. 119.00 383. 79.25 488. 92.65 338. 63.30 510. 98.20 559. 109.45 646. 131.20
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CHART No. 4—BALANCE SHEET—NEEDLE INDUSTRY
1923 1922 1921 1920 1919 1918 1917 1916
$ 15,855.42
  
1,200.00 
46,878.78
$ 16,000.00
1,000.00
56,000.00
$ 19,000.00 $ 25,000.00 $ 11,000.00 $ 5,000.00
2,000.00
22,000.00
2,000.00
6,000.00
$ 17,000.00
3, 000.00 
24,000.00
2, 000.00 
4,000.00
$ 16,000.00
2,000.00
23,000.00
4 ,000.00
1, 000.00
39,000.00 42,000.00 • 57,000.00
5, 000.00
2, 000.001,000.00
$ 63,934.20 $ 73,000.00 $ 58,000.00 $ 68,000.00 $ 75,000.00 $ 37,000.00 $ 50,000.00 $ 46,000.00
$ 27,118.20 
9,188.25 
82,249.41
$ 21,000.00 
 6,000.00 
47,000.00
$ 9,000.00 
5,000.00 
60,000.00
$ 24,000.00 
6,000.00 
67,000.00
$ 55,000.00
23, 000.00
87, 000.00
$ 11,000.00 
4,000.00 
54,000.00
$ 8,000.00 
3,000.00 
38,000.00
$ 7,000.00 
3,000.00 
31,000.00
$182,490.06 $147,000.00 $132,000.00 $165,000.00 $240,000.00 $106,000.00 $ 99,000.00 $ 87,000.00
•
85,640.37
29,621.69
$7,000.00
19,000.00
$9 ,000.00
11,000.00
$10,000.00
1,000.00
$9,000.00 $10,000.00 $ 10,000.00 $12,000.00
3,868.70
1,049.95
4 , 000.00
1, 000.00
8,000.00
1,000.00
3, 000.00
1, 000.00
9, 000.00
1, 000.00 1,000.00 1,000.00 1,000.00
$ 40,180.71 $ 31,000.00 
$178,000.00
$ 29,000.00 
$161,000.00
$ 15,000.00 
$180,000.00
$ 19,000.00 $ 11,000.00 
$117,000.00
$ 11,000.00 
$110,000.00
$ 13,000.00
$222,670.77 $259,000.00 $100,000.00
$ 28,000.00 
15,000. 00
$ 45,000.00 
5,000.00
$ 30,000.00 $ 13,000.00 
15,000.00
$ 10,000.00 
6,000.00
$ 10,000.00 
4,000.00$ 10,000.00
$ 51,999.24 
25,697.44
36, 000.00
15, 000.00
39, 000.00
21, 000.00
30,000.00
20, 000.00
90,000.00
60,000.00
28,000.00 37,000.00 22,000.00
$ 77,696.68 $ 61,000.00 $103,000.00 $100,000.00 $180,000.00 $ 66,000.00 $ 53,000.00 $ 36,000.00
$103,000.00 $100,000.00$ 77,696.68 $ 61,000.00 $180,000.00 $ 56,000.00 $ 53,000.00 $ 36,000.00
$ 33,000.00 
111,974.09
$ 33,000.00 
84.000.00
$ 33,000.00 
25,000.00
$ 33,000.00 
47,000.00
$ 33,000.00 
46 000.00
$ 33,000.00 
28,000.00
$ 33,000.00 
24,000.00
$ 33,000.00 
31,000.00
$144,974.09 $117,000.00 $ 58,000.00 $ 80,000.00 $ 79,000.00 $ 61,000.00 
$117,000.00
$ 57,000.00 
$110,000.00
$ 64,000.00
$222,670.77 $178,000.00 $161,000.00 $180,000.00 $259,000.00 $100,000.00
Analysis
ASSETS
liquid assets:
Bank balances and petty funds.........
Trade debtors, net:
Evidenced by note..........................
Open account......................, ...........
Marketable securities......................
Other liquid receivables.................. .
Total liquid assets.......................
Current assets:
Merchandise inventories:
Finished goods.................................
Goods in process..............................
Raw materials..................................
Total current assets......................
Non-current assets:
Land and buildings, net.......................
Plant and equipment, net....................
Officers and employees.........................
Other debtors, note or open account.
Investments..........................................
Deferred charges................................ ..
Total non-Current assets...............
Total assets........................ ..
LIABILITIES
Current liabilities:
Loans:
Banks.................. ...............................
Others.................................................
Trade creditors, net:
Evidenced by note............................
Open account.....................................
Officers, employees, taxes, etc.........
Total current liabilities.................
Non-current liabilities:
Bonds......................................................
Mortgages...............................................
Others, payable after one year............
Total non-current liabilities.........
Total debt.......................................
Net worth:
Capital accounts:
Capital stock......................................
Surplus................................................
Total net worth.............................
Total liabilities...........................
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or permissible; for analysis of balance sheets 
to determine the relationship which exists 
between assets and liabilities, the latter used 
in its broadest sense to include proprietary 
interests, and thirdly for comparison, to build 
up in an individual case over a period of years 
an average ratio to be used as a barometer 
for comparing a particular period with the 
average of a number of periods. The ratios 
adduced tell their own story to the profes­
sional accountant and as this is a technical 
paper, no extended treatise is required.
A natural development in the use of ratios 
leads to the determination of an “index.” 
The relative weights to be given to the sev­
eral component parts of a ratio may vary in 
different industries. In a paper read before 
the Credit Conference of the American In­
stitute of Bankers, at Baltimore, recently, R. 
W. Duning, assistant secretary of the Robert 
Morris Associates, made use of the following 
weights: Current ratio, 25 points; worth to 
debt, 25 points; sales to receivables, 20 
points; sales to merchandise inventories, 20 
points; worth to fixed assets, 10 points, for 
a total of 100 points. These weights, how­
ever, exclude some of the ratio factors to 
which Wall gives a value.
An index formula shows succinctly the ups 
and downs of the particular concern under
consideration and is of aid in diagnosing 
strengths and weaknesses.
Long use has firmly fixed the percentage of 
expenses to sales in the mind of the business 
man as something to gauge his business by. 
They are not, however, interpretative of in­
come earning results. The research work 
done along this line has not sufficiently ad­
vanced to permit of the laying down of any 
definite rules. It can be stated, however, in 
a general sense, that there are at least three 
factors which should receive consideration. 
They are expenses, having to do with the 
sales of merchandise and their relation to the 
sales; groups of other expenses and the rela­
tion of each group to the total group, the 
relation of individual classes of expense to its 
own group and the relation of groups of ex­
penses to cost of sales, and possibly in the 
case of manufacturing concerns, the relation­
ship of net earnings to fixed assets.
The use by the professional accountant of 
graphic charts interpretative of ratios and 
indices is self-evident. The development and 
use of ratios by the accounting profession as 
a whole is desirable. The importance of the 
relationship of ratios to our work is self-evi­
dent but it is not a cure. It is, it can, and it 
should be made an indication of the trend.
CHART No. 5—-INTERPRETIVE INDEX
Weight
1923 1922 1921 1920 1919 1918
Rec. Value Rec. Value Rec. Value Rec. Value Rec. Value Rec. Value
CA
CL........
25. 62. 15.50 81. 20.25 114. . 28.50 99. 24.75 118. 29.50 125. 31.25
NW
NCA.......
10. 60. 6.00 53. 5.30 175. 17.50 78. 7.80 123. 12.30 111. 11.10
NW
D .................
25. 43. 10.75 74. 18.50 119. 29.75 100. 25.00 126. 31.50 138. 34.50
6
A/CR .........
20. 104. 20.80 110. 22.00 127. 25.40 104. 20.80 75. 15.00 80. 16.00
S
Mdse...............
20. 130. 26.00 82. 16.40 105. 21.00 125. 25.00 83. 16.60 75.  15.00
Total........... 100. 399. 79.05 400. 82.45 640. 122.15 506. 103.35 525. 104.90 529. 107.85
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Chart No. 5—Balance Sheet—Non-Corporate Form  of Company Manufacturing Household 
Goods.
Analysis 1923 1922 1921 1920 1919 1918
ASSETS
Liquid assets:
$ 4,000.00
3,000.00
47,000.00
$ 3,000.00
2.000.00
38,000.00
$ 2,000.00
3,000.00
46,000.00
$ 3,000.00
2,000.00
68,000.00
2,000.00
$ 5,000.00
3,000.00 
63,000.00
5,000.00
4,000.00
$ 2,000.00
2,000.00
63,000.00
1,000.00
5,000.00
Trade debtors, net:
1,000.00
S 55,000.00 $ 43,000.00 $ 51,000.00 $ 75,000.00 $ 80,000.00 $ 73,000.00
Current assets:
Merchandise inventories:
$ 78.000.00 $ 94,000.00 $104,000.00 $102,000.00 $105,000.00 $121,000.00
$135,000.00 $137,000.00 $155,000.00 $177,000:00 $185,000.00 $194,000.00
Non-current assets:
$ 2,000.00 $ 3.000.00 $ 1,000.00 $ 2,000.00 $ 3,000.00 $ 3,000.00
2,000.00 3,000.00 2,000.00 4,000.00 2,000.00 2,000.00
$ 4,000.00 $ 6.000.00 $ 3,000.00 $ 6,000.00 $ 5,000.00 $ 5,000.00
$137,000.00 $143,000.00 $158,000 00 $183,000.00 $190,000.00 $199,000.00
LIABILITIES
Current liabilities:
Loans:
$ 9,000.00
30,000.00
8,000.00
26,000.00 
2,000.00
$ 18,000.00 
10,000.00
4,000.00 
25,000.00
2,000.00
$ 9,000.00
3,000.00
3,000.00 
30,000.00
2,000.00
$ 21,000.00
4,000.00
6,000.00 
30,000.00
1,000.00
$ 20,000.00
3,000.00
3,000.00 
29,000.00
$ 15,000.00 
1,000.00
2,000.00
35,000.00
1,000.00
Trade creditors, net:
$ 75,000.00 $ 59,000.00 $ 47,000.00 $ 62,000.00 $ 55,000.00 $ 54,000.00
Non-current liabilities:
$ 75,000.00 $ 59,000.00 $ 47,000.00 $ 62,000.00 $ 55,000.00 $ 54,000.00
Net worth:
Capital accounts:
$ 45,000.00 
17,000.00
$ 64,000.00 
20,000.00
$ 78,000.00 
33,000.00
$ 82,000.00 
39,000.00
$ 89,000.00 
46,000.00
$ 94,000.00 
51,000.00
$ 62,000.00 $ 84,000.00 $111,000.00 $121,000.00 $135,000.00 $145,000.00
$137,000.00 $143,000.00 $158,000.00 $183,000.00 $190,000.00 $199,000.00
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CHART No. 6—INTERPRETIVE INDEX—TEXTILE AND JOBBERY INDUSTRY.
Weight
1924 1923 1922 1921
Rec. Value Rec. Value Rec. Value Rec. Value
CA
C L ..........  ................................................... 25. 101. 25.25 97. 24.25 98. 24.50 104. 26.00
NW
N CA.............................................................. 10.
92. 9.20 99. 9.90 106. 10.60 103. 10.30
NW
D ................................................................
25. 110. 27.50 91. 22.75 93. 23.25 106. 26.50
8
A/C R............................................................ 20.
125. 25.00 100. 20.00 81. 16.20 92. 18.40
  ST
Mdse.............................................................. 20. 121. 24.20
75. 15.00 86. 17.20 117. 23.40
Total................................................... 100. 549. 111.15 46.2 91.90 464. 91.75 522. 104.60
CHART No. 6
Total
4 year average 
Nov. 1920 to Nov. 1923 1923 1922 1921 1920
Average Per cent Average Per cent Average Per cent Average Per eent Average Per cent
 Gross profits...................... $4,895,765 $1,223,941 11.50 $1,500,452 15.75 $1,521,026 15.71 $ 923,106 10.18 $ 951,181 6.68 To cost........................... 42,503,097 10,625,774 100.00 9,523,877 100.00 9,681,621 100.00 9,065,632 100.00 14,231,967 100.00
2. Net profits......................... 163,987 40,997 1.49 251,632 9.59 318,998 12.98 * 84,951 * 3.27 * 321,692 * 9.43
   To worth........................ 11,088,196 2,772,049 100.00 2,622,835 100.00 2,457,837 100.00 2,596,789 100.00 3,410,735 100.00
3. Interest charges................... 629,248 157,312 5.67 160,142 6.11 148,874 6.06 142,615 5.49 177,617 5.21
 To worth..................... . 11,088,196 2,772,049 100.00 2,622,835 100.00 2,457,837 100.00 2,596,789 100.00 3,410,735 100.00
4.  Sales expense..................... 2,091,194 522,799 4.42 534,803 4.99 512,073 4.47 393,048 3.93 651,270 4.29
To net sales.................... 47,329,134 11,832,283 100.00 10,710,725 100.00 11,446,523 100.00 9,988,738 100.00 15,183,148 100.00
5. Administrative expense....... 1,425,391 356,348 68.16 403,600 75.47 381,570 74.51 332,967 84.71 307,254 47.18
To sales expense............. 2,091,194 522,798 100.00 534,803 100.00 512,073 100.00 393,048 100.00 651,270 100.00
6. Administrative expense...... 1,425,391 356,348 3.35 403,600 4.24 381,570 3.94 332,967 3.67 307,254 2.15
To cost........................... 42,503,097 10,625,774 100.00 9,523,877 100.00 9,681,621 100.00 9,065,632 100.00 14,231,967 100.00
7. Sales expense..................... 2,091,194 522,798 48.66  534,803 46.70 512,073 47.79 393,048 43.28 651,270 55.50
Administrative expense... 1,425,391 356,348 33.16 403,600 35.25 381,570 35.61 332,967 36.67 307,254 26.18
Financial expense............ 629,248 157,312 14.64 160,142 13.99 148,874 13.90 142,615 15.70 177,615 15.13
To total expense............. 4,298,128 1,047,532 100.00 1,144,997 100.00 1,071,493 100.00 908,159 100.00 1,173,479 100.00
*Red
W here T h e y  G o (Statistically)
Statistical report of the use of 100,000 paper clips:
Pipe Cleaners..................................... ........... 3,327
Emergency Garter Clasps........ .......................... 3,709
Home-made Key Rings............ ............................ 2,425
Substitute Suspender Buttons..................... ..... 1,730
Picking Locks ................................................. ..... 1,060
Cleaning Typew riter Type........................... .....4,294
Lingerie C lasps.......................... .......................... 5,306
Toothpicks .............................................................2,095
Lapel Ornaments (Juveline).............. .............. 1,920
Nut picks....:.................. ...........................-.............1,863
Blackhead R em overs..................................... .....1,428
Necktie Clasps............................... ................. .....1,607
Hairpins .................................................................5,143
Finger Nail Cleaners......................................
Cleaning Out Fountain Pen Feeds.............
W iring Down Corks on Home Brew.........
Button H ooks....................................................
Bobbed H air R estrainers.............................
Non-skid Devices for Ladies’ Belts...........
Repairs on Typewriters, Fans and Pencil
Sharpeners......................................................
Mosquito-Bite S cra tch ers .............................
E ar Ream ers......................................................
Clipping Papers Together.............................
5,031
1,426
7,829
7,345
14,759
3,550
3,237
17,363
2,926
627
Total to be Accounted for.......................  100,000
—The Kablegram, December, 1924.
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Oklahoma Supreme Court Passes on 
C. P. A. Law
IN THE SUPREME COURT OF THE STATE OF 
OKLAHOMA
The S tate of Oklahoma ex rel. George 
F. Short, A ttorney General, and George 
F. Short, Fred Parkinson, and Tom D.   
Boydston, as the S tate Board of Ac-   
countancy,  
Plaintiffs in Error,   
vs.  No. 14898
Charles M. Riedell, A. D. Strandberg and  
Charles M. Riedell & Co., a  copartner-   
ship composed of Charles M. Riedell   
and A. D. Standberg, copartners.  
Defendants in error. 
Syllabus.
House Bill No. 204, Session Laws of 1917, known 
as the Accountancy Act (A r t  10, Chap. 87, Comp. 
Stat. 1921), in  so fa r a s  i t  prohibits uncertified ac­
countants from holding themselves out as profes­
sional o r expert accountants o r auditors for com­
pensation or engaging in  the  practice of th a t pro­
fession, is in conflict w ith the  sp irit and express 
provision of th e  constitution and void, in  this, th a t 
it  abridges the righ t of private property and in ­
fringes upon the right of contract in m atters purely 
of private concern bearing no preceptible relation to 
the general or public welfare, and thereby tends to 
create a  monopoly in  the  profession of accountancy 
for the benefit of certified accountants, and denies 
to uncertified accountants the equal protection of the 
laws and the  enjoyment of the gains of the ir own 
industry.
ERROR FROM THE DISTRICT COURT OF 
OKLAHOMA COUNTY.
GEORGE W. CLARK, Judge.
 Action by the S tate of Oklahoma, ex rel, George F. 
Short, Attorney General, and George F. Short, F red 
Parkinson, and Tom D. Boydston., as the S tate Board 
of Accountancy, against Charles M. Riedell, A. D. 
Strandberg, and Charles M. Riedell & Co., a  copart­
nership composed of Charles M. Riedell and A. D.
Strandberg, copartners. Judgm ent for defendants 
and plaintiff appeals. Affirmed.
GEORGE F. SHORT,
Attorney General,
M. W. McKENZIE,
Asst. Attorney General, 
HUNTER L. JOHNSON,
Attorneys for Plaintiff in E rror, 
SELBY & CALLAHAN,
H. A. KROEGER,
Attorneys for Defendants in  Error.
Opinion by RAY, C.:
This action in the  nature of quo w arranto was 
commenced in the D istrict Court of Oklahoma County 
by the State, on the relation of the  Attorney General 
and the S tate Board of Accountancy, to oust the de­
fendants from the exercise of w hat is term ed as a 
franchise, th a t is, th e  holding themselves out to the 
public, and practicing, as professional o r expert 
public accountants and auditors for compensation, 
w ithout having first appeared before the S tate Board 
of Accountancy and stood an examination and re­
ceived a  certificate from th a t board authorizing them  
to engage in th a t business as professional account­
ants.
The defendants are not, and have not been, prac­
ticing their profession for the S tate or any of its 
subdivisions or municipalities, but have been, and 
are, holding them selves out to  practice their pro­
fession for compensation for individuals, firms, and 
corporations, other than the S tate or its  subdivi­
sions, who may desire the ir services.
It is the contention of the  defendants th a t the  
Public Accountancy Act does not by its term s pro­
hibit the exercise of th a t profession by uncertified 
accountants but, if so, then th a t Act, in so far as i t  
seeks to  prohibit the practice of th a t profession 
w ithout having received the certificate there pro­
vided for, is unconstitutional and void for the fol­
lowing reasons: T hat it  deprives the defendants of 
their liberty and property without due process of 
law; th a t it deprives them  of their inherent righ t 
to  liberty, the pursuit of happiness and enjoym ent of 
the  gains of the ir own industry; th a t i t  denies, im­
pairs and disparages the inherent rights of the  de­
fendants to  contract in m atters of private  concern 
and in which the public a t  large and the public 
welfare, peace, health, and safety are not concerned
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or involved; th a t the  Act is violative of the Bill of 
Rights in that, in effect, i t  attem pts to create, and 
does create, a monopoly in the business of auditing 
and accounting; th a t it attem pts to  create an  asso­
ciation of accountants and auditors to individuals, 
and to grant thereto individual and exclusive rights, 
privileges, and im m unities; th a t it contravenes the 
sp irit of the constitution in th a t i t  purports to gran t 
certain a rb itra ry  power and authority  to the  S ta te  
Board of Accountancy, and lodges with th a t board 
an unlimited discretionary power to perm it certain 
of the citizens of th e  S tate to engage in the business 
of auditing and accounting to  the exclusion of others, 
and seeks to delegate an  assumed power of the legis­
lature to the Board of Accountancy to  establish rules 
and regulations and to  arbitrarily  m ake additional 
requirem ents to those required by the  statute , and 
thereby to discrim inate against one citizen of the 
S tate in favor of o thers; th a t it  is an  unlawful 
attem pt upon the p art of the S tate to exercise police 
power concerning a  m atter which in no way affects 
the public peace, health, safety, or general welfare, 
and without any public necessity therefor. I t is  con­
tended on the p a rt of the S tate  th a t the Act prohibits 
the practice of the profession of auditing and ac­
counting by one not having first stood the examina­
tion before the Board of Accountancy and received a 
certificate of qualifications to practice as a  profes­
sional accountant, and th a t the enactm ent of the law 
complained of by th e  defendants was a  legitimate, 
valid, and proper exercise of the police power of the  
S tate and not violative of the  constitution or any of 
its  provisions.
It is conceded by the defendants th a t th e  Account­
ancy Act, in so far as i t  requires an examination be­
fore the Board of Accountancy and the issuance of a  
certificate of qualifications for those practicing or 
intending to practice the  profession of auditing and 
accounting for th e  S tate, o r its  officers, or any sub­
divisions of th e  S tate  or thei r  officers, and in  so far 
a s  i t  creates degrees of accountancy and provides 
for the  issuance of certificates of qualifications to 
practice as professional auditors and accountants, is 
w ithin th e police power of the S tate  and valid, but 
they contend th a t i t  is  invalid in  so fa r  as  i t  seeks 
to prohibit accountants who have not stood the  ex­
am ination before the S tate board and received a  cer­
tificate authorizing them  to follow th a t profession as 
accountants for individuals, firms, and corporations 
desiring to employ them. In o ther words, the de­
fendants contend th a t in  following their profession 
a s  accountants for private individuals, firms, and 
corporations, and not for the  S tate o r any of its sub­
divisions or municipalities, they a re  not exercising a 
franchise, but are exercising a  righ t guaranteed to 
them  by the Federal and S tate  Constitutions.
The accountancy Act is House Bill No. 204, Session 
Laws of 1917, Chap. 87, A r t  10, Comp. Stat. 1921.
The sections complained of are sections 11 and 14 o f  
the original Act (Sections 10922 to 10937, Comp. S ta t. 
1921). Section 1 of the Act creates a  S tate Board of 
Accountancy to  be composed of the S tate Exam iner 
and Inspector, the Attorney General, and one mem­
ber to  be appointed by the Governor, who shall have 
had a t least three years practical experience as a  
public accoun tan t Section 4 authorizes the board 
to  adm inister oaths to  applicants, to  conduct investi­
gations and examinations, to  determ ine the qualifi­
cations of applicants, to  confer the degrees of, (a) 
Certified Commercial Account, (b) Certified Munici­
pal Accountant, (c) Certified Public Accountant, and 
to establish rules and regulations requisite to prop­
erly carrying out the purposes of the A c t Section
5 provides th a t examinations of applicants shall be 
held a t the S tate capitol tw ice each year, the ex­
amination to  be oral o r w ritten, a t the  discretion of 
the board. Section 6 designates the subjects upon 
which applicants m ust stand a  satisfactory examina­
tion to entitle them to the degrees of Certified Com­
m ercial Accountant and Certified Municipal Account­
ant, and authorizes the board to  add such other sub­
jects as i t  may deem appropriate and necessary. 
W hen the applicant has had the  degrees of Certified 
Commercial Accountant and Certified Municipal Ac­
countant conferred, the  board is required to confer 
upon such applicant the degree of Certified Public 
A ccountant By Section 7 i t  is provided th a t any 
citizen of the United States, over the age of 21 years, 
of good moral character, who has passed a satis­
factory examination, shall receive a  certificate o f 
his qualifications to  practice as a professional ac­
coun tan t Section 9 confers the  power upon the 
board to revoke any certificate, upon hearing, upon 
any of the  grounds: F or conviction of a  felony; for 
conviction of conduct involving moral turpitude; for 
certifying to a  false o r fraudulent statem ent in  rela­
tion to an audit o r for fraud o r m isrepresentations 
in application for certificacte. By Section 12 the  ap­
plicants a re  required to deposit $25 a t  the tim e of 
filing their applications, which shall not in any event 
be returned. These fees a re  required to be paid to  
the S tate Treasurer. The expenses incident to the  
examinations and per diem of the appointive member 
of the board are  required to be paid from the con­
tingent fund of the  S tate Exam iner and Inspector, 
not to exceed in any event the  am ount of the fees 
collected and covered into the treasury  under the  
Act. Section 15 m akes i t  a  m isdem eanor for anyone 
to falsely hold him self out a s  having received a  de­
gree. Sections 11 and 14, in effect, make it unlawful 
for one not a  holder of a  certificate to  engage in th a t 
profession for compensation. Section 11 defines “ex­
pert accountant” as "a person skilled in  the knowl­
edge and science, of accounting and who is the 
holder of a  ‘Certified Public Accountant’ certificate 
issued in pursuance of the provisions of th is A c t”
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Section 14 makes i t  unlawful for one not certified as 
a professional accountant under the provisions of 
the Act to bold him self out as a  public o r expert 
accountant o r auditor for compensation.
As to the defendants’ first contention, we deem it 
unnecessary to  say more than that, afte r a  careful 
consideration of the Act as a  whole, we think i t  was 
clearly the legislative in ten t to prohibit anyone en­
gaging in  the  practice of the  profession of account­
ancy who has not stood the  examination and received 
the certificate as provided by th a t Act.
It is agreed by counsel th a t every S tate  in the  
Union has a law regulating accountancy sim ilar to 
the law of this S tate with the exception th a t a t the 
tim e this action was commenced, no other S tate  had 
attem pted to prohibit the  practice of the  profession 
by those not certified.
The validity of the statu tes regulating accountancy 
has been upheld as being w ithin the  police power of 
the  S tate by the courts of Alabama, Louisiana, New 
York, and Texas. In all of the cases holding the 
Act within the police power of the State, where its  
validity was questioned, the courts have particularly 
pointed out th a t the regulations did no t prohibit one 
not holding the certificate to practice the  profession 
of accountancy.
In Lehmann vs. S tate Board of Public Accountancy 
(Ala.), 94 So. 94,where the S tate Board of Account­
ancy sought to cancel a  certificate issued to one of 
its  members, where it was held th a t the Act was 
within the police power of the S tate and valid, the 
court said: 
The rights of complainant in  this case are un­
like the rights of a  physician, surgeon, dentist, 
lawyer, o r school teacher to practice their call­
ings or professions. Under the law, they can not 
p rac tice  w ithout a certificate or license; and, 
when their license of certificate is revoked, they 
a re  thereby prevented from  practicing their pro­
fession a t all. In the case of accountants, how­
ever, th is is not true. They are not required to  
obtain a certificate or license to practice their 
calling, but obtaining the license or certificate is 
purely voluntary on their part. Nor does the 
revocation or cancellation of the license or cer­
tificate, when once issued, bar or deprive them 
from further o r longer practicing their chosen 
calling. The license in  the ir case is but a  cer­
tificate of th e  board issuing it  as to their com­
petency and fitness. It is not a t  a ll a  requisite 
to the practice of their cal ling, though i t  may be 
true, and doubtless is, th a t the  certificate of 
license, being an  authoritative recommendation 
or certification of a  legally constituted board as 
to efficiency and qualifications, has some value.
In S tate vs. DeVerges (La.), 95 So. 804, the de­
fendant was being prosecuted for holding himself out 
to  the public as a  Certified Public Accountant and
using the initials “C. P. A.” without first having ob­
tained the certificate required by the statu te . His 
defense was tha t he was a certified public accountant 
and authorized to use the initials “C. P. A.” by re a ­
son of th a t degree having been conferred upon him 
by the National Association of Public Accountants, 
and also the invalidity of the accountancy act. In  
the opinion sustaining th e  Act, the court said:
It is im portant to note th a t the law does not 
purport to prevent or punish the practicing of 
accountancy without a license or certificate from 
the  board, but only the holding of one’s self out 
to the  public as possessing the certificate which 
i t  is  authorized to issue under the provisions of 
the act, the practicing as a  certified public ac­
countant, and the using of the abbreviation 
“C. P. A.,” or sim ilar le tters of designation to 
deceive the  public into believing th a t the person 
so acting is a  certified public accountant under 
the law, w ithout first undergoing the examination 
by the S tate board of accountants as required 
by said sta tu te , and otherw ise complying there­
with. In o ther words, any one is a t  liberty to  
practice as an  accountant, notw ithstandiig th is 
law, so long as he does not represent himself to 
be a  certified public accountant, as defined there­
by, or use the abbreviation “C. P. A.” or sim ilar 
le tte rs  o r device to  indicate tha t he is a  certified 
public accountant.
F urther in the  opinion the court said:
We think, therefore, th a t the legislature, in 
th e  public in te rest and for the general welfare, 
unquestionably had and has the power to regu­
la te  the highly skilled and technical profession of 
public accounting in  the m easure which i t  did. 
and this was quoted in  the New York case and in 
the Texas case.
In People vs. Marlowe, 205 N. Y. Sup. 474, in the 
first paragraph of th e  syllabus it  is said:
General Business Law, par. 80, prohibiting the 
use of the degree or title  of “Certified Public Ac­
countant,” or "C. P. A.," and making such use 
by a  person who has not obtained a  certificate 
from the Board of Regents of the University a 
crime, is legislation “in the public in terest and 
for th e  general welfare,” and is properly within, 
the police power of the State, in view of the fact 
th a t public accountancy is a well-recognized pro­
fession, and th a t the practice thereof is not made 
dependent on the issuance of any license or 
special qualification, but the sta tu te  only pro­
hibits the  use of the title  or degree w ithout the 
certificate of the regents.
In the case of Henry vs. S tate of Texas, not yet 
reported, the Court o f Criminal Appeals of tha t S tate  
held the ac t valid. H enry was being prosecuted for 
holding himself out to the public as a holder of the
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degree of Certified Public Accountant, using the 
initials “C. P. A.,” and sought to justify upon the  
grounds th a t th a t degree had been conferred and 
certificate issued by the National Association of Pub­
lic Accountants, and the invalidity of the Texas sta t­
ute. In holding the act w ithin the legislative power 
of the State, the court said:
Note is to be taken of the fact tha t the law 
does not inhibit the appellant or others sim ilarly 
situated from pursuing the occupation of voca­
tion of a public accountant in the S tate of Texas, 
but the act inhibited is th a t of holding out to the 
public th a t he holds a certificate issued in com­
pliance with the sta tu te  of this S tate by using 
in  his advertisem ents the term  “Certified Public 
Accountant,” or the initials “C. P. A.”
It will be observed th a t in  all these cases the 
courts went no further than to s ay th a t the legis­
lature had the  righ t to regulate this profession to the 
extent it did.
The question here for consideration, so fa r as we 
know, has never before been subm itted to an appel­
late court. W hile many opinions have been w ritten 
upon the right and power of the S tate  to regulate 
the different trades, businesses, and professions, no 
analogous case has been called to our attention. The 
cited cases holding th a t trades and professions are 
within the right of the S tate to regulate by legislative 
enactment, to the extent here attem pted, a re  not 
analogous for two reasons. In the first place, such 
cases have to do w ith trades and professions which 
touch and affect all the people generally of the S tate 
or community, while the profession of accountancy 
touches and affects a particular class only, th a t of 
people engaged in business enterprises requiring the 
services of accountants as hereafter more fully 
pointed out. In the second place, the trades and pro­
fessions so regulated are of such nature th a t the 
resu lt of the services rendered can not always be 
definitely known or determined, but reliance m ust 
be h ad upon the knowledge and skill of the one per­
forming the service. The accountant has to do with 
what is recognized as an exact science. The cor­
rectness or incorrectness of the conclusion reached 
is subject to proof or disproof to the exactness of 
an  absolute dem onstration. We therefore deem it 
unnecessary to  review all the authorities cited by 
counsel in  their briefs. The applicable law, as has 
often been said, is within the general learning of 
courts and lawyers. The general principles upon 
which the police power of the S tate rests, and the 
purposes of its  exercise, are clearly sta ted  in two 
paragraphs of Corpus Juris, cited in the plaintiff’s 
brief. In 12 Corpus Juris 907, i t  is said:
The police power is an a ttribu te of sovereignty 
and exists w ithout any reservation in  the con­
stitution, being founded on the duty of the S tate  
 to protect its citizens and provide for the safety
and good order of society. It corresponds to 
the  right of self-preservation in the individual, 
and is an  essential elem ent in all orderly gov­
ernments, because necessary to the  proper main­
tenance of the government and the general wel­
fare of the community. On it depends the se­
curity of social order, the  life and health  of the 
citizen, the comfort of an  existence in a  thickly 
populated community, the enjoyment of private 
and social life, and the  beneficial use of prop­
erty. And it has been said to  be the very 
foundation on which our social system rests. It 
has for its  object the improvement of social and 
economic conditions affecting the community a t 
large and collectively w ith a view of bringing 
about “the greatest good of the greatest num­
ber.’’
and in Section 416:
It has been found impossible to frame, and is 
indeed deemed inadvisable to attem pt to frame, 
any definition of the police power which shall 
absolutely indicate its  lim its by including every­
thing to which it may extend and excluding 
everything to which it can not extend, the courts 
considering it  better to decide as each case arises 
w hether the police power extends thereto, the 
power being coextensive with the necessities of 
the case and the safeguards of the  public in ter­
est. Notwithstanding the impossibility of exact 
definition of the scope of the police power, nu­
merous efforts have been made to define its  scope 
in a general way. It has  been said tha t the scope 
of the police power is the broadest in scope of 
any field of governmental activity. It extends 
to all m atters which concern the regulation and 
control of the in ternal affairs of the  State, and 
almost the whole of the great body of municipal 
law which establishes and enforces the duties of 
citizens to each other is embraced within and 
known as the police power. It has been said that 
the police power is not a  fixed quantity and that 
it  changes from tim e to  tim e to  m eet changed 
conditions of society. It is more accurate to 
say, however, tha t the  power itself rem ains the 
same, and tha t its  apparent extension is only 
the application of the principle on which it is 
based to new conditions as they arise.
In Chicago, Rock Island & Pacific vs. State, 23
Okla. 104, Justice Kane used this language:
The police power of a  S tate is exclusively for 
the protection of the public welfare, and can not 
be fairly invoked except to promote the public 
convenience, the general prosperity, the  public 
health, the public morals, or the public safety.
In the recently  decided case, In re  Application of
A. L. Tindall for w rit of habeas corpus, Number
14674, not yet reported, Justice H arrison said:
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The police power is an attribu te of sovereignty, 
inherent in every sovereign State, and not de­
rived from any w ritten constitu tion  nor vested 
by grant of any superior power.
The term  “Police Power,” comprehends the 
power to  m ake and enforce all wholesome and 
reasonable laws and regulations necessary to the 
maintenance, up-building, and advancem ent of 
the public weal, and protection of the public in­
terests.
It is plastic in its nature and will expand to 
m eet the actual requirem ents of an  advancing 
civilization and adjust itself to  the  necessities 
of moral, sanitary, economic and political condi­
tions.
No principle in our system of government will 
lim it the right of governm ent to respond to pub­
lic needs and protect the public welfare.
In Allgeyer vs. Louisiana, 165 U. S. 578, the fol­
lowing language of Justice Bradley in  Butchers' 
Union S. H. & L. S. L. Co. vs. Crescent City L. S. L.
& S. H. Co., 111 U. S. 589, was quoted with approval:
The right to  follow any of the  common occu­
pations of life is an  inalienable right. I t  was  
form ulated as such under the phrase, ‘pursuit 
of happiness,’ in the Declaration of Independ- 
en ce, which commenced with the fundamental 
proposition tha t ‘All men are  created equal; 
th a t they a re  endowed by the ir Creator with 
certain  inalienable rights; th a t among these are 
life, liberty, and the pursuit of happiness.’
To th is has been added, by the Bill of Rights of 
th is State, “and the enjoyment of the gains of their 
own industry.’’ W hen these words from the Declara­
tion of Independence were quoted in  the  Bill of 
Rights with the added words, “and the enjoyment of 
the gains of their own industry,” it  was for the pur­
pose of stressing the inheren t righ t of the  individual 
as against unnecessary encroachm ent upon those 
rights by the State.
I t is necessary, in  order to reach a satisfactory con­
clusion, to  consider, first, the nature of th e  services 
rendered b y  a  professional or expert accountant, and, 
second, the effect of the restrictions, here questioned, 
upon the  right to follow th a t profession upon: (a) 
The certified accountant, (b) the uncertified account­
ant, (c) those whose businesses require the employ­
m ent of accountants, and (d) the relation of such 
service to and its effect upon the  general welfare.
Counsel agree th a t Robert H. Montgomery is an 
authority  upon th e  subject of accountancy. That 
au thor points out the  duties and purposes of an 
auditor in  this language:
In w hat m ight be called the  form ative days of 
auditing students w ere taught th a t the chief 
objects of an audit w ere: 
1. The detection or prevention of fraud.
2. The detection or prevention of errors,
but in recent years there has been a decided 
change in  the demand and in the service. That 
is to  say, the financiers and business men who 
originally retained professional auditors to  look 
for fraud or errors have enlarged their demands 
and now require a  vastly broader and m ore im­
portan t class of work, which those auditors who 
have advanced in skill and knowledge have been 
able to understand and perform. We m ust there­
fore relegate the form er “chief objects” to a 
subordinate position without in any way de­
preciating their importance.
The relative position of the present-day pur­
poses are:
1. To ascertain  the actual financial condition 
and earnings of an  enterprise for:
(a) Its proprietors (partners or stockholders).
(b) Its executives (managers, officers, or di­
rectors).
(c) B ankers or investors who are considering 
the purchase of securities.
(d) Bankers who a re  considering the discount­
ing or purchasing of its promissory notes.
2. The detection of fraud or errors as ex­
plained in la te r chapters of this book.
The results secured by auditors are required 
for the following, among other purposes:
(a) In order th a t stock and bond holders or 
o ther owners may have subm itted to  them a t 
regular intervals a comprehensive, even though 
a  condensed, sta tem ent of the financial position 
and the net results of the operations of the busi­
ness in which they have a proprietary interest, 
and th a t the fairness and accuracy in all essen­
tial particulars of the statem ent subm itted may 
be attested  by means of a certificate or report 
of a  disinterested and competent authority.
(b) Upon a  proposed sale or incorporation or 
o ther change in form or management, such as an 
attem pt to bring in additional capital, o r the 
death of a  partner or large stockholder. M atters 
of the highest im portance arise in connection 
with the in terests of partners in the even t of 
death or other change in the partnership rela­
tions.
(c) To subm it sim ilar statem ents in m ore de­
tail to banks and note brokers as a basis of 
credit.
(d) To subm it certified statem ents to the mer­
cantile agencies and to other organizations which 
call for periodical reports.
(e) To ascertain  the true causes of fluctua­
tions in  profits or expenses.
(f) To s ta te  th e  facts in disputes or litigation, 
and to  investigate the causes or bankruptcy for 
creditors o r stockholders.
As the  laws of the  various S tates are of sim ilar 
character and purpose, and much like our own law,
30 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
with the exception noted, we deem it  not improper 
to  call attention to the general history and circum­
stances of their adoption as gathered from the briefs 
and oral argum ents and from the adjudicated cases 
of New York and the D istrict of Columbia. I t ap­
pears th a t for a number of years the National Asso­
ciation of Public Accountants, incorporated under 
the  laws of the D istrict of Columbia, in promoting 
the  in te rest of public accountants and members of 
th a t association particularly, have held examinations 
of applicants to membership and conferred degrees 
on those standing a satisfactory examination and 
have issued certificates of qualification to  practice 
as public and professional accountants. Those cer­
tificates have been considered of value as showing, 
o r persuading the public to believe, th a t the holder 
was in every way qualified to practice th a t profession 
in a  satisfactory way. A number of years ago the 
accountants began to appeal to the legislatures of 
the  different S tates to authorize by law sim ilar de­
grees to  be conferred upon accountants as the resu lt 
of which, as has been said, every S tate in the  Union 
now has a  law authorizing some board to confer 
degrees upon those standing a satisfactory examina­
tion, and to issue certificates certifying their  quali­
fications to practice as professional accountants. 
These certificates a re  recognized as of value to those 
holding them  and, in a  sense, may be said to  be a 
substitu te for a well-earned reputation acquired by 
giving satisfactory services by an expert accountant 
to  those engaging his services. Those holding a  cer­
tificate appear to be reccognized as having some ad- 
vantage in th a t profession over those not holding 
such certificate. It may also be observed th a t this 
character of legislation has been brought about by 
the  activities and influence of members of th a t pro­
fession and not by any public demand or any activity 
on th e  p a rt of tha t p art of the public whose business 
requires the employment of accountants. In other 
words, the  legislation has been brought about by the 
in terests of public acccountants for those engaged 
in the profession and for their interests, ra th e r than  
for the public welfare.
As throw ing light upon the purposes of the enact­
m ent of the prohibitive sections, 11 and 14, we ex­
cerpt the  following statem ent from the  prelim inary 
statem ent contained in the brief of the plaintiff:
* * * I t has been the contention of a  num­
ber of the  accountants of the S tate  th a t th a t 
s ta tu te  is unconstitutional, on the  ground that 
the business of public accounting is not such a  
business as comes within the  scope of regu­
latory  police power, particularly where the  prac­
titioners do not practice on behalf of the S tate 
o r i ts  municipal subdivisions. The results have 
been th a t th e  S tate Board of Accountancy has 
been ham pered in the enforcem ent of th a t s ta t­
u te ; th a t those accountants who have thought
the act unconstitutional, and have refused to 
abide by it, have found themselves laboring un­
der disadvantage; and th a t those accountants 
who have taken a  position behind the enforce­
m ent of the sta tu te  and have complied with it 
have found themselves a t the unfair advantage 
of undergoing competition from those who have 
not gone to  the trouble and effort of complying 
w ith the sta tu te .
Reference to  this statem ent is had, not in  a spirit 
of adverse criticism, but ra the r in commendation of 
the  full and frank statem ent made by the Attorney 
General. We think in making this frank statem ent 
to the  court the A ttorney General was performing 
one of the highest duties of the representative of th e  
State, th a t of giving the court the fullest information 
obtainable to aid in reaching a  correct conclusion. 
W e quote again th a t part of the statem ent which 
particularly points out one of the reasons for this 
action and we think for the enactm ent of the pro­
hibitive sections themselves:
* * * and th a t those accountants who have 
taken a  position behind the enforcement of the 
s ta tu te  and have complied w ith it  have found 
themselves a t the unfair advantage of under­
going competition from those who have not gone 
to the  trouble and effort of complying with the 
statute.
Under laws of o ther States, held to  be valid, and 
under our law, with sections 11 and 14 omitted, the 
only advantage conferred upon certified accountants 
is th a t of having thei r  qualifications ascertained, a 
degree conferred and a certificate issued by a  board 
created by law for th a t purpose. These findings of 
the board are recognized as an  inducem ent to those 
desiring an  audit to employ an  accountant from the 
certified lis t but, by sections 11 and 14, the business 
m ust come to  them  w ithout outside competition, 
either as to  qualifications o r compensation demanded.
The effect upon the uncertified accountant is defi­
n ite  and certain. W hether it is because he stands 
on h is belief th a t the  Act is void and elects to stand 
on w hat h e  believes to be h is constitutionally guar­
anteed rights, or because he is unable to stand the 
examination, o r is not a citizen of the United S tates, 
or does not enjoy the reputation of a  good moral 
character, o r has had his certificate revoked because 
of being convicted of a  felony, or found guilty of 
conduct involving moral turpitude, or having certified 
to  false o r fraudulent statem ents in  relation to an 
audit, or fraud o r m isrepresentation in application 
for th e  certificate, the resu lt is the  sam e; th a t afte r 
he has devoted time, effort, and expense to equip 
him self a s  an  expert accountant, he is prohibited 
from following th a t calling, and those dependent 
upon him are  deprived of the fru its of th a t training 
and investm ent, and he is forced to  seek other em-
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 ployment where th a t investm ent and training are of 
n o  avail for their support.
As to those engaged in business enterprises desir­
ing  the services of an accountant, it  lim its them to 
employment from  the certified lis t regardless of the 
purposes of the audit, the degree of skill deemed 
necessary to perform the service required, whether 
less or greater than th a t presumed to be possessed 
b y the holder of the certificate, and regardless of the 
compensation demanded, and regardless of the  fact 
th a t  the services are to  be rendered under contract 
in  m atters usually considered of private concern. 
It m ust be conceded th a t the work of expert ac­
countants in some degree affects the general mate­
ria l welfare. No one is wise enough to  define the 
lim its of influence. The public health, morals, or 
intelligence Of the S tate  is but the composite of the 
morals, health, or intelligence of the individuals com­
posing the State. Likewise the m aterial well-being 
of the S tate is but the sum of the well-being of the 
individuals composing it. The business of th e S tate 
i s made up of the individual businesses within the 
S tate . A business success or a business failure, 
therefore, in some degree, affects the m aterial wel­
fare  of the  S tate or the community. But in what 
m anner does the work of an accountant affect the 
public welfare when considered in  connection with 
auditing fo r private individuals, firms, or corpora­
tions engaged in w hat is generally known as a  pri­
vate business? The effect upon the public welfare 
can be determined only by the effect had upon the 
business or enterprise being audited. If th a t audit, 
by reason of the skill and technical knowledge of 
the  accountant, proves of value to th e  business or 
enterprise, then, it  m ay be said th a t the general wel­
fare  has been affected advantageously in some slight 
degree by the audit. If the  audit, by reason of the 
w an t of skill and knowledge upon the part of the 
accountant, proves to be of no value, or of detri­
m ent to  the  business o r enterprise, then, to  tha t 
ex ten t is  the general public w elfare affected to its  
detrim ent. I t can only be by the effect produced 
upon the private business or enterprise for good or 
b ad  th a t the  public welfare can be affected by the 
auditor, as such, to  any perceptible degree. It is, 
therefore, upon the principle th a t the  private business 
w elfare of individuals, firms, and corporations other 
th a n  the auditor, so affect th e  general welfare by suc- 
cess or failure as to render i t  necessary or desirable 
to  regulate the business of accountancy, th a t these 
sections complained of were enacted. W hen i t  is 
declared by law th a t p rivate business concerns, in 
th e  employment of an  accountant o r auditor when 
deemed b y them  to  be of advantage or to  their 
in te res t m ust, in the in te rest of the general welfare, 
employ one certified by the State, it is for the  rea­
so n  th a t such private business so affects th e  general 
w elfare as to render it  to the best in te rest of the
public th a t their righ t of contract be lim ited in the  
employment of an accountant. It is, in effect, a  
regulation of private business concerns desiring an 
audit. An application of the same principle with 
the sam e results would justify  legislation requiring 
private business concerns to subm it to an audit, or 
to require them to have an audit made a t stated 
tim es or under certain conditions. It would be the 
application of the  same principle with the same re­
sults, differing only in degree. There are certain  
corporations known as public service corporations 
which, in the in te rest of the general welfare, the 
Federal and State Governments have deemed it nec­
essary to regulate by requiring them  to subm it to 
audits and m ake reports, b u t they have never gone 
so far as to say whom they shall or whom they shall 
not employ in m atters of private concern. They have 
been left free to  exercise their own judgm ent in 
selecting their employees, and no restrictions have 
been placed upon the right of anyone to accept such 
employment. Heretofore private enterprises, includ­
ing those classed as public service corporations, have 
been perm itted to contract in m atters affecting their 
private concern without any serious thought tha t such 
business, however small or extensive, sufficiently 
affected the public welfare as to justify  depriving 
them of th a t right. American constitutional govern­
ments rest upon the right  of private property. By 
private property is m eant the  right of absolute con­
trol of property. I t  includes the righ t of contract in 
m atters concerning th a t property. I t  is true, th a t 
the  righ t of private property and the righ t of private 
contract m ust yield when the public peace, health, 
safety, or general welfare renders it  necessary, but 
no court has ever held, so fa r as we know, th a t 
reputable business enterprises, innocent in  the ir 
nature, so affect tile public welfare by success or 
failure as to justify  the ir regulation to the extent of 
lim iting them  in their right to contract in  m atters 
purely of private concern.
But, considered as affecting accountants only, what 
of the validity of these sections in question? W hat, 
in the light of the history of this class of legislation, 
as above pointed out, was the purpose of i ts  enact­
m ent and w hat its  effect? The legislation has been 
brought about by the  activity of accountants. The 
president of the National Association of Public Ac­
countants testified before a  com mittee of Congress 
where sim ilar legislation was sought in the D istrict 
of Columbia, th a t he had devoted twenty-five years 
to securing such legislation in the various States. 
It is conceivable th a t  men engaged in a  private pur­
su it for gain m ight ask  for legislation regulating 
them  in the in te rest of the  general welfare, bu t hu­
man natu re is such, and experience is such, th a t i t  
can not be expected. While it  is not conceivable 
th a t i t  was the legislative in ten t to confer upon cer­
tified accountants the  advantage given in sections 11
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and 14 by denying to business concerns the right 
to contract in m atters of private concern, and without 
any compensating advantage to  the public welfare, 
such appears to be the effect of their enactm ent if 
they be held valid.
Who can say th a t it is in the in te rest of the gen­
eral welfare th a t a  private business enterprise be 
denied the righ t to contract for the audit of its  
business, or tha t an  accountant be denied the righ t 
to contract to m ake such audit simply because the 
accountant is not qualified, or has not had a  degree 
conferred upon him, or is not a citizen of the United 
S tates, or has been convicted of a felony, or on an­
other occasion has made a false certificate to an 
audit? Who can say tha t the general welfare would 
be enhanced, in any degree, by diverting all account­
an ts  who may not possess tha t degree of efficiency, 
or m oral character, required by the  statute , into 
other lines of employment? If so, what character 
of employment may they accept? No one would be 
bold enough to say th a t it would be for the general 
w elfare to  deny the right of any person, firm, or 
corporation engaged in w hat is generally known as a  
private business enterprise, to contract in m atters of 
th e ir  own private concern, for the services of one 
with an unsavory or even a  criminal record, o r to 
deny to such a one the righ t to contract to deliver 
his services.
The distinction between th is Act, including sec­
tions 11 and 14, and the laws regulating accountancy, 
held to be within the police power of S tate and valid, 
is broad and clear. The distinction is that, in  the  
one case the law says to  those desiring an au d it 
here is a list of qualified accountants from which 
you may or may not select as in your judgm ent bet­
te r serves your purpose, while the o ther it says, 
you shall employ no other. In those States, and in 
this State, excluding sections 11 and 14, a degree is 
conferred and a certificate of competency and good 
moral character issued. The certificate is of value 
to  the holder. By th a t certificate the S tate  says to 
those people desiring an  audit, these m en a re  quali­
fied, but the law leaves free those engaged in private 
enterprises the  righ t to  employ any other, and leaves 
accountants not certified the righ t to accept the 
employment. Here, by sections 11 and 14, the State 
says to the business man, if you have an  audit it 
m ust be by a  certified accountant. Your righ t of 
contract in m atters heretofore considered to be of 
your own personal concern m ust therefore be limited. 
To the  uncertified accountant i t  says, you m ust adopt 
some other calling regardless of the circumstances 
or m isfortune which may have prevented your hold­
ing a  degree. W hile the  other S tates have deemed 
i t  a sufficient regulation to  furnish a  lis t of acccount- 
an ts  found to  be capable from which those desiring 
an  audit may or may not select, by sections 11 and 
14 this S tate has said, you shall contract w ith no
other regardless of the purpose of the audit. And 
why? There is no suggestion tha t there has ever 
been any demand for such regulation by anyone 
other than accountants. The effect of the Act is th a t 
in a  growing, expanding, and lucrative field of use­
fulness of accountants, power is given a  board in 
which accountants have control, to  restric t their num­
ber, and tends toward a monopoly. It deprives those 
desiring an audit the righ t of contract in  m atters 
purely of private concern and deprives accountants 
not certified of the enjoyment of the gains of their 
own industry guaranteed to them  by the bill of 
rights in  th a t i t  denies to  them  the righ t to follow 
the occupation for whic h t hey have qualified them ­
selves by the expenditure of tim e and toil.
There may yet be found some system more serv­
iceable to the general welfare than the righ t of pri­
vate property and th e  righ t of private contract and, 
if so, it is the unquestioned righ t of the people to 
adopt such system, bu t i t  m ust be done by change in  
the fundam ental law. That righ t is fixed by the Con­
stitu tion  of the United States and of this State. The 
change, if brought about, m ust be brought about by 
change of the Constitutions. I t is not within the  
power of a  legislature under our constitutional gov­
ernm ent
Our conclusion, therefore, is that the Act, in so far 
as it  prohibits uncertified accountants from holding 
themselves out as professional or expert accountants 
or auditors for compensation or engaging in the prac­
tice of th a t profession, is in  conflict w ith the sp irit 
and express provision of the constitution and void, 
in this, th a t it  abridges the righ t of private property 
and infringes upon the  righ t of contract in  m atters 
purely of private concern bearing no perceptible re ­
lation to  the general or public welfare and thereby 
tends to create a  monopoly in  the profession of ac­
countancy for the benefit of certified accountants, 
and denies to uncertified accountants the equal pro­
tection of the laws and the  enjoyment of the gains 
of their own industry. The defendants a re  not en­
gaged in  the exercise of a  franchise, but a consti­
tutionally guaranteed right. The tr ia l court, in effect, 
so held and the  judgm ent should be affirmed.
IN MEMORIAM
William D. Barclay, G. P. A. (New Jersey 
No. 42), 291 Grove Street, Montclair, N. J., 
died on November 17, 1924.
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Auditing.
Answer all of the following questions:
1. The books of the Chase Company, whose ac­
counts you are auditing, show overdrafts on two 
different banks, but these overdrafts were deducted 
on the  balance sheet from balances on hand in  other 
banks. Comment.
2. If you were engaged to prepare a  consolidated 
balance sheet for the A. and B. Companies, the  net 
assets of the B. Company having been acquired by 
the  A. Company at less than book value, would you 
consider th a t the good will appearing on the books 
of the A. Company should be affected by these facts?
3. Name and comment on ten item s which might 
properly be included by an auditor as balance sheet 
footnotes.
4. Name a t least five item s th a t you m ight classify 
as “Deferred Charges to Income” and state why.
5. Name at least ten  item s commonly found cred­
ited to the Surplus Account th a t you as an auditor 
would be willing to  approve. W hich of those item s 
would you include in special subdivisions of the Sur­
plus Account and w hat titles would you assign to 
such divisions?
6. How should expenses incurred in  connection 
w ith experimental work related to the  development 
of a  company’s products and by-products be treated  
on the books of account?
7. L ist and describe briefly the ordinary operations 
involved in auditing the item  “Mortgages Owned.”
8. How would you en ter on the balance sheet of a 
concern the item  of cash which was deposited w ith 
a Boston tru st company which has been perm anently 
closed by legal process, and the condition of which 
as of the date of the balance sheet being prepared 
has not as yet been determ ined by the Bank Com­
missioner? Discuss fully.
9. You find the item “Investm ents” on a  balance 
sheet prepared by the accountant of the  firm you 
are engaged to  audit. S tate  fully w hat investigation 
you would m ake of th a t item.
10. In auditing the  books of a  m anufacturing con­
cern which has no cost system, w hat steps would 
you take to verify satisfactorily  the correctness of 
the value placed upon th e  inventory of goods in 
process?
Accounting Theory and Practice, Part I
Answer all of the following questions:
1. The Trim ountain E lectrical Goods Company has 
so increased in  size of operations th a t i t  desires to 
keep from the general office certain  bookkeeping in­
form ation and decides to establish a  private ledger 
At this time the balance sheet of the company reads
as follows:
Cash .......................................................... $25,000
Accounts R eceivab le ...........................  75,000
M erchandise In v en to ry .......................  30,000
Machinery and F ixtures.....................  100,000
Real E sta te  .............................. ............. 50,000
280,000
Capital ..................................................... $150,000
Accounts P ay ab le .................................  30,000
Notes P a y a b le ........................................ 10,000
Surplus .................................................... 90,000
280,000
I t  decides to  transfer to  th e  private ledger, the 
M erchandise Inventory, the Machinery and Fixtures, 
and Real E sta te  accounts, together with the  Capital, 
Notes Payable, and Surplus accounts.
Show by journal entries how you would accomplish 
this, and a  balance sheet of each ledger (general and 
private) afte r it  has been accomplished.
During the  year there have been purchases of 
$185,000 and sales of $225,000 and expenses of 
$27,000. The inventory a t  end of the year is $35,000.
 (Assume th a t for the purposes of th is problem the 
collections and paym ents have left the accounts re­
ceivable and the  accounts payable a t the same figure 
and th a t all o ther changes are reflected in the cash 
account.)
Show entries for these transactions and tria l bal­
ance of each ledger before closing. Show entries 
necessary which m ust be made to compute the net 
profit in th e  private ledger, final tria l balances and 
balance sheet.
2. The T reasurer of the  Cellulose Company re­
quests you on March 31, 1924, to  prepare from the fol­
lowing balance sheet data a  balance sheet in correct 
and appropriate form for publication in  the annual 
report to the  d irectors and stockholders.
Balance Sheet of the Cellulose Company 
December 31, 1923
L a n d .......................................................... $15,000
Buildings .................................................. 110,000
M ach inery ................................................ 155,000
Power P la n t ........ ................................... 45,000
Treasury Stock (Cost).........................  30,000
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Accounts R eceivab le ...........................  45,000
Inventories (Dec. 31, 1923).................  75,000
Cash .......................................................... 25,000
500,000
Capital Stock—Common (par $100).. $120,000 
Capital Stock—Preferred  7% (par
$100) ........................................................  100,000
Accounts P ay ab le .................................. 135,000
Undistributed Earnings, Jan. 1, 1923 95,000 
Profits—Year ended Dec. 31, 1923.... 50,000
500,000
He informs you th a t because of city improvements 
the land has been recently appraised a t $20,000 by 
an  appraisal company and that the account should be 
adjusted to th a t value; he desires you to show de­
preciation of the fixed assets a t recognized rates, 
which you find to be 3 per cent on the type of build­
ing owned, 7 per cent on the machinery, and 10 per 
cent on the power plant. He further informs you that 
while the inventory was taken a t  cost on January 
1st and so entered on the  books, an appraisal com­
pany had subsequently gone over the figures and 
appraised the inventory as of that date of $78,000, 
yet on the goods inventoried on January 1st there 
had since been markdowns taken  of $3,000, and that 
no dividends have been paid on preferred stock 
(cumulative) for the years ended December 31, 1922 
and 1923.
From the above information prepare a  correct ba l-  
ance sheet and discuss th e  principles guiding you in 
its preparation.
3. The Ideal D epartment Store is considering the 
introduction of automobiles to replace its  present 
horse-drawn delivery equipment, consisting of 50 
team s (with a net book value of $17,000). Its stable 
cost $75,000 on January 1, 1919, and has an  estimated 
life of 25 years, but a t a cost of $25,000 it can, ac­
cording to engineers, be converted into a garage 
with an estimated life of 20 years. It would take 17 
automobiles a t a net cost of $4,000 each (horse-drawn 
equipment being applied against the gross price) to 
increase by 15 per cent the ton-mileage, which is now 
287,500, and this increased mileage is necessitated by 
the growth of the business of the store. For the past 
year (1923) the actual expenses of th e  horse-drawn 
equipment were as follows:
Supervision .............................................. $25,000
Insurance ................. ............................... 6,750
Taxes .......................................................... 10,000
Repairs ...................................................... 22,500
D eprec ia tion .............................................  10,500
Salaries ...................................................... 107,500
Miscellaneous .......................................... 35,000
V eterinary ................................................ 2,500
Shoeing ...................................................... 7,500
Feed ...........................................................  37,500
264,750
Expenses of running the autos for the same period 
were estimated a,s follows:
Supplies .................................................... $30,000
Labor ........................................................ 20,000
Repairs ...................................................... 24,000
Insurance .................................................. 8,750
Taxes .......................................................... 15,000
Salaries ..................... ................................ 62,500
Supervision .............................................. 20,000
Miscellaneous .......................................... 17,500
197,750
Compute depreciation, estim ating a five-year life 
for automobiles, and prepare such a statem ent as will 
show w hether the change should be made.
4. W hat do you understand to be m eant by the fol­
lowing terms?
(a) W orking Capital
(b) Turnover
(c) Contingent Reserve
(d) Amortization
(e) Co-insurance Clause
(f) Income Bond
(g) Interdepartm ental Profit
(h) Subsidiary Companies
(i) Certificate of Deposit
(j) No-par Stock
(k) Sinking-fund Reserve
(l) Donated Surplus
In each case an illustration may tend to make your 
meaning clearer than it  would otherwise be.
5. On November 1, 1922, you are called upon to 
construct an operating statem ent for 1921 and a  bal­
ance sheet as of January 1, 1922, for the New E ra  
Motor Company. Upon examining the  company’s 
books you find tha t they w ere closed as of December 
31, 1920, and December 31, 1921. However, the book- 
keeper failed in both cases to make provision fo r 
accruals and other adjustm ents, except tha t he used a  
figure for merchandise inventory of $57,000 as of De­
cember 31, 1920, and of $55,000 as of December 31,
1921. You find th a t the trial balance of the  books 
before closing on December 31, 1921, was as follows:
Debit Credit 
$100,000
3,000
$5,000
72,000
78,000
6,000
5,000
37,000
1,250
50,000
3,500
82,000
6,500
6,700 
2,400 
14,650
236,500 236,500 
The bookkeeper should have made provision as of 
December 31, 1921, for in terest accrued on bonds 
$1,750, for insurance premiums unexpired $850, for in-
Capi tal Stock .........................
Surplus ......................................
Furn itu re and F ixtures.........
Sales .........................................
Purchases ...............................
W a g e s ........................................
Notes Payable.........................
Notes R eceivable...................
In terest on Notes Receiv­
able D iscounted .................
Bonds ........................................
In terest on Bonds...................
Accounts Receivable ......... .
Accounts P a y a b le .................
Cash ..........................................
Rent ..........................................
General E x p e n se .......  .........
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te rest prepaid on notes discounted $340, for payroll 
accrued $650, for provision for doubtful accounts re­
ceivable $1,640, for depreciation of furniture and fix­
tures $500; h is closing inventory of merchandise, 
which was left in the  Purchases Account, should have 
been $46,000 instead of $55,000.
(a) Show the  entries you would m ake on your 
working papers for the adjustm ents necessary to pro­
duce a  correct balance sheet as of January  1, 1922, 
and profit and loss statem ent for 1921.
(b) Give the correcting entries which you would 
advise the company to m ake on its books now, in 
view of the closing which was actually made on De­
cember 31, 1921.
(c) Show the required statem ents as you would 
present them to the company.
December 11, 1924— 9 A. M. to 12.30 P. M.
Commercial Law.
Answer all of the following questions:
1. M. has received goods from the owner, with the 
right to use them and to become the owner of them 
on fulfillment of certain conditions, among which 
were th a t he should not sell nor remove them from a 
certain  place without the owner’s consent, and tha t 
they should not become his until paid for. M. sold 
them to O., falsely stating  th a t the goods belonged 
to  Mm and tha t he had a  right to sell them ; and O. 
removed the  goods and resold them. In an action 
for the conversion of the goods, brought by the owner 
against O., it appeared th a t O. acted in good faith, 
and th a t he had parted with the goods before any 
demand upon him and before having any knowledge 
of the in te rest of the first owner. Can M. or O. give 
a  good title  to the goods?
2. Under w hat circumstances is a partner allowed 
compensation for services in relation to the firm 
business or property?
3. A. furnishes B. with a stock of goods and agrees 
to pay B. a  p art of the net profits for selling them. 
C., who sold the goods to A., brings su it against A. 
and B., as co-partners, for the purchase money. Can
B. be held for paym ent of said goods?
4. A. and B. form a  co-partnership for three years, 
and A. contributes as capital $6,000 and B. contrib­
utes $2,000. I t is a part of the  partnership  agreem ent 
th a t the partners shall share profits and losses 
equally. At the  end of three years the firm dis­
solves ; the assets a re  sold; the creditors of the firm 
are all paid, and there is found rem aining only the 
sum of $4,000 with which to repay the original cap­
ital. How shall the $4,000 be distributed.
5. John gave George the following note:
$200.00  Boston, 1st January, 1903.
For value received, I promise to pay George, or 
order, Two Hundred Dollars in four equal
monthly installm ents of Fifty Dollars ($50.00) 
each; the first installm ent to be  paid on Febru­
ary  1st next. W ith interest.
(Signed) John.
John did not pay the first installm ent, and on 
February 15th George sold the note to Thomas for 
$200.00; said installm ent being still unpaid. May 
10th, nothing having been paid on the note, Thomas 
sued John, who se t up failure of consideration. As­
suming as a fac t th a t such a failure of consideration 
existed, w hat should be the judgment?
6. Jones sold goods to Smith and received therefor 
a promissory note, signed “Amos Clark, Agent.” 
Clark was in fac t the  duly authorized agent of Smith. 
Can an  action be maintained on the note against 
Smith or Clark?
7. A. is the endorsee and holder of a note in the 
following form:
$3,000.00 Boston, July 31, 1897.
Two years after date I promise to pay to the 
order of Brown Three Thousand ($3,000.00) Dol­
lars, value received.
(Signed) JONES.
On the m argin of the face of the note are these 
w ords: “Given as collateral security with agreem ent.”
Brown endorses the note in blank and sells and 
delivers it to A. A. sues Jones. Can A. recover?
8. Can a m anufacturing corporation form a  part­
nership with an individual?
9. W hat is the rule as to the authority of the Treas­
urer of a corporation to sign a promissory note which 
shall bind the corporation, when no such authority 
is in its by-laws nor has been expressly given by a 
vote of its  directors or proper officers o r stock­
holders?
10. A. was the President, T reasurer, and General 
Manager of a m anufacturing corporation. He owned 
ninety-eight shares, his wife one share, and a third 
party  one share, which constituted the whole capital 
stock of the corporation. A. and said third party 
were the directors. A., without the knowledge of the 
other stockholders and without any authority  from 
the Board of Directors, made a mortgage to  B. of 
all its  personal property, which was all the property 
it owned, to secure the  paym ent of a debt due B. 
from the corporation.
(a) Is B.’s mortgage valid?
(b) Would i t  m ake any difference if A. had owned 
less than half of the stock?
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Accounting Theory and Practice, Part II
Answer all of the following questions:
1. The tria l balance of the Arden M anufacturing 
Company on December 31, 1923, was as follows:
Cash .................. ................... $25,000
Notes R eceivable_______ 32,555
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Inventory Raw M aterial
January 1 s t ..................... 60,675
Inventory Goods in Proc­
ess January  1st........ ....... 78,745
Inventory Finished Goods
January  1 s t ..................... 115,205
Insurance Prepaid—Janu- 
uary 1st ...... ..................... 695
Land ...................................... 225,000
Buildings ............................. 422,750
Machinery, E tc ................. 617,040
Accounts Payable ............ . $70,000
Notes Payable ................... 27,800
Reserve — Depreciation
Buildings, January 1st— 120,000
Reserve — Depreciation
Machinery, January 1st 177,800
Capital Stock ..................... 400,000
Surplus ................................. 558,866
Purchases Raw Material.. 427,195
Factory Labor ................... 119,235
Factory Supplies ............. 27,695
Factory Repairs ............... 33,675
Heat, Light, Power........... 36,740
Misc. Factory Expense.... 60,682
Selling E x p en se ................. 112,970
Adm inistrative Expense „ 74,485
In terest Expense ................ 6,645
Sales D isco u n t................... 36,670
Dividends ............................ 40,000
Sales ...................................... 1,177,840
Purchase Discount ........... 13,671
Income from Investm ents 7,680
2,553,657 2,553,657 
On December 31, 1923, inventories were as follows :
Cost Market
Haw Material .....................  $76,180 $72,850
Goods in P rocess...............  70,690 68,700
Finished Goods .................  101,270 100,260
Depreciation on buildings is estimated to be 3 per 
cent and on machinery 7 per cent. Inventory of in­
surance is $540. Charge depreciation 90 per cent to 
manufacturing, 5 per cent to selling and 5 per cent 
to administrative expense.
Prepare manufacturing statement, operating state­
ment and balance sheet.
2. The following are the daily, transactions of the 
Middletown Fruit Exchange:
October 15th: Received on consignment from the 
Morriston Heights Farmers’ Co-operative Bu­
reau 7,500 baskets of peaches, invoiced at 50 
cents per (basket.
October 16th: Paid the New York Central R. R. 
$339.50 on above consignment.
November 3rd: Sold 4,500 baskets of peaches at 
65 cents.
November 4th: Sold the Plainfield Market, on ac­
count, 1,000 baskets at 68 cents.
November 9th: Paid sight draft of the Morris­
town Heights Farmers’ Co-operative Bureau for 
$1,000.
November 10th: Sold balance of consignment at 
60 cents.
November 30th: Rendered statement to Morris­
town Heights Farmers’ Co-operative Bureau as 
follows: Refrigeration, one cent per basket;
Cartage, one-half cent per basket; Commis­
sion, 5 per cent; Net Proceeds placed to credit 
of consignor.
Show journal entries that would record the above 
transactions on the books of the consignee and ac­
count as rendered the consignor.
3. Brown and White, engaged in a partnership under 
the name of the “Boston Dry Goods Company,” agree 
to take Smith into partnership as from the beginning 
of the fiscal year, February 1st, 1923.
Smith has had wide experience as a buyer in a 
larger and older company, but can not contribute any 
tangible assets, in lieu of which he offers to allow 
his share of the profits to be retained in the busi­
ness by being credited to his capital account until 
such contributions shall equal a one-eighth interest, 
and agrees to share profits and losses to the extent 
of one-eighth from the time of his admission to the 
partnership.
At the close of business on January 31, 1923, you 
prepare a balance sheet at the request of Smith as 
follows :
Balance Sheet of the Boston Dry Goods Com­
pany, January 31, 1923
Assets.
Cash .............................................................. $2,000
Accounts Receivable................................ 8,000
Merchandise .............................................. 8,000
Furniture and F ixtures...........................  2,000
Good W ill.................................................... 3,000
23,000
Liabilities.
Accounts Payable...................................... $5,000
Capital:
Brown .................................  $12,000
White .....................................  6,000
--------- 18,000
23,000
Due to unfortunate purchases, overstocking, and 
shrinkage in value of merchandise purchased by 
Smith, the company experienced great losses during 
the first six months, and it was decided to dissolve 
the partnership. You are once more called in to 
examine the books and to prepare statements show­
ing the realization of the assets, the adjustments in 
the proprietorship accounts, and the distribution of 
the funds.
Your balance sheet as of July 31, 1923, is as fol-
lows:
Assets.
Cash ..... ......................................................  $400
Accounts R eceivable.............................. 10,000
Merchandise ........................................... 7,500
Furniture and Fixtures ........................ 2,000
Good W ill.................................................. 3,000
22,900
Deficit: Loss by Operations.......... ....... 10,850
33,750
Liabilities.
Accounts Payable.................................... $15,750
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C apital:
Brown .................................. $12,000
W h ite _________________  6,000
— ----- 18,000
 33,750
The assets of the business are  sold as follows a t 
public auction: M erchandise for $8,750; fu rniture and 
fixtures for $875; a  collection agency purchased the 
accounts receivable for $7,000 w ithout liability on the 
part of the dissolving partnership. Among the ac­
counts payable you find a note of $2,000 due Brown 
on account of a  tem porary loan. None of the  part­
ners have any assets outside of their interests in  the  
partnership.
4. A chapter of the National Association of Cost 
Accountants has asked you to  review a  recent book 
by Blank on Cost Accounting. Among o ther sta te ­
ments you find Blank w rites as follows: “If deprecia­
tion is based on replacem ent values, which are 
greatly in excess of their cost, w ith the view to hav­
ing the reserve for depreciation equal the  replace­
m ent value a t  the tim e of abandonm ent of the old 
property and the acquisition of the new, the company 
will have sufficient cash to m ake replacem ents w ith­
out im pairing the  capital.” W hat conclusion would 
you draw  regarding the accuracy of this statem ent? 
If you finally agree or disagree w ith the  w riter, give 
your  full reason.
5. The Johnson Textile Products Company has an 
issue of 300,000 shares of stock of no par value 
although of a  stated value of $5 per share. I t  has 
also net assets of $1,250,000. In setting up the bal­
ance sheet of this company, how would you show the 
capital? Give your reason as well as  specimen set-up.
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general public labor under any such mistaken 
idea as to think for one moment that he is 
entitled to practice his chosen profession in 
New York by reason of having been so 
licensed in Maine. So far as the law of New 
York is concerned he is in the position of the 
layman who does not know one drug from 
another until such time as he may regularly 
apply for permission to practice under the 
laws of New York and meet the requirements 
of New York in every respect.
It is true that the medical profession, be­
ing much older, long ago met and solved the 
problem of comity between States. Now, the 
physician coming from Maine, under certain 
rules and regulations, after due application 
and investigation by the Board of Medical
Examiners in State “A” is legally licensed to 
practice his profession in the State of “A,” 
but until such time he does not presume to 
possess anything the law of “A” is duty 
bound to recognize.
On the other hand, a lawyer from Pennsyl­
vania, duly admitted to practice by the high­
est court of the Commonwealth, who moves 
to Illinois to practice his profession labors 
under no such delusion as to think for one 
moment that by reason of his having been 
admitted to the Supreme Court of Pennsyl­
vania that he may go into whatever juris­
diction he may choose and practice his pro­
fession. These problems have been settled 
by the legal profession but they were set­
tled on the principles of comity between 
States and not by the individual member of 
the bar claiming and asserting a right in 
a foreign State which no court would recog­
nize.
For a long time I have tried to understand 
why the C. P. A. should persist in this false 
notion that after receiving a C. P. A. cer­
tificate from one State he possesses a docu­
ment that is legally recognized in every other 
State in the Union. I have finally come to 
the conclusion that this erroneous idea 
sprung from the practice that prevails in 
the British Isles where they do not have the 
division of power between the State and Na­
tional Government, and where the profession 
of accountancy is controlled by private cor­
porations chartered by the King. These men 
evidently did not take the time or trouble 
to study American Institutions and to-day we 
find ourselves in a “Sea of Despond,” due to 
this idea. We now sometimes find C. P. A.'s 
who are almost willing to annihilate one an­
other in order to maintain the erroneous 
position that they are C. P. A.’s wherever 
they may choose to hang their hats.
It is high time that the C. P. A. profes­
sion came back to the fundamentals and prop­
erly appraise and analyze the governmental 
grant which they possess. It is putting it 
mildly to say that the C. P. A. certificate 
(or any other command or writing issued by
38 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
the sovereign power) granted in the State of 
New York is a “mere scrap of paper” beyond 
the borders of New York and is entitled to 
no recognition except such recognition as 
some other State, in the exercise of its sov­
ereign right of comity, may accord to it after 
due conformity to prescribed rules and regu­
lations governing such cases. It is not within 
the power of. the State of New York, as pow­
erful as it may be, to issue any paper or com­
mand that any other State is in duty bound 
to recognize or to give credit.
This forces us to work out the problems be­
tween States in a sane and sensible manner 
with due respect to the sovereign power 
which each State possesses, has always pos­
sessed, and we trust shall always possess.
This idea that the C. P. A. certificate is 
of national character and may parade as such 
has given rise to the theory that account­
ancy may be controlled in a national way and 
the idea that because of the inter-state char­
acter of the work of the public accountant 
the only proper method of controlling his 
activities is through national control. The 
regulation of accountancy is the exercise of a 
police power within each separate State. 
Whether we like it or not it is so and it will 
always be so until there is an amendment 
to the Federal Constitution giving the Na­
tional Government the right to exercise 
police power within the States. This idea 
that the profession should be controlled in 
a national way was responsible for the theory 
that the standards of professional efficiency 
should be set in a national way.
The records of the past tell us that in 1916 
the leaders of the profession were despond­
ent and asserted that the profession can 
never be controlled by the States and that 
the United States must do like England has 
done. This assertion was made in the face 
of the sovereign police power of the States. 
The question of national control called for 
the abandonment of the State Society idea 
because if we are going to abandon the idea 
that the State is not the proper place in 
which to set the standards we must also
abandon the function of the State organiza­
tion which is to work with the Board in the 
State and hold up its hands in maintaining 
proper standards and promoting the interest 
of the profession within that State. So, in 
1916, the State Societies were abandoned and 
left high and dry to sink or swim as best they 
might. But a principle can not thus be killed. 
An institution which is sound can not thus 
be buried, and whereas these State Societies 
in 1916 had a membership of approximately
1,200, they now have a membership of C. 
P. A.’s in excess of 3,000; but during this 
eight-year period they have lost some of their 
vitality to such an extent that some of them 
to-day are very little more than shell and 
paper organizations. The time has now come 
when they must assert themselves. They 
constitute the very foundation stone on 
which the profession will rise and advance. 
As the State has the power to regulate the 
profession and set the standards within that 
State, so is the State the unit in the profes­
sion organization scheme, and the State So­
ciety must work “Hand in Hand” with the 
State Board and the State authorities to 
build up the profession in that particular 
State.
You propose to organize a State Society 
in the State of Maine. There are only two 
reasons for this organization; first, is the de­
sire to better accounting conditions in this 
State and to build up the profession; second, 
to foster the idea of public service which is 
inherent in all professions. Much work will 
lie ahead of you, but at this time it is not so 
necessary that you have an elaborate pro­
gram as that you should fully appreciate the 
responsibility that rests upon you and the 
necessity for whole-hearted co-operation be­
tween all C. P. A.’s in the State of Maine in 
order that you may be able to effect a strong 
State body.
I am sorry to have to admit that in times 
past State Societies have been prevented 
from performing their function through the 
petty differences that arise between one C. 
P. A. and another, and the prejudices and
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jealousies that sometimes exist between 
members of the profession. This State So­
ciety can, and should, from the very begin­
ning, endeavor to lift the minds of its mem­
bers above such things, because they prevent 
that co-operation and team work which is so 
essential to progress. We have so much to 
resist from outside of the C. P. A. profession 
that we can not afford to devote time within
our organization to any other than whole­
hearted co-operation among ourselves. If I 
would stress one thought more than another, 
in parting with you, it would be to forget 
the difficulties of the past, get your bearings, 
and work whole-heartedly in a co-operative 
effort to better accountancy conditions in this 
great State.
Announcements and Changes o f Address
Frank J. Langley, C. P. A., announces the 
opening of offices at 176 Federal Street, Bos­
ton, Mass., and 41 Barristers Hall, Brock­
ton, Mass.
Lowell B. Curwin, C. P. A., is now located 
at 616 Sherland Building, South Bend, Ind. 
Mr. Curwin also announces the formation of 
a partnership with Mr. W. M. Caudell under 
the firm name of Curwin & Caudell with 
offices at 1126 Chicago Temple Building, Chi­
cago, Ill.
Ernest E. Murray, C. P. A., announces the 
removal of his offices to the Northern Hotel 
Building, Billings, Mont.
Dewitt T. Ware, C. P. A., announces the 
removal of his office from 402 Southern 
Building to 623 Investment Building, Wash­
ington, D. C.
Wm. H. Jackson, C. P. A., announces the 
removal of his offices to 825-27 Columbia 
Mutual Tower, Memphis, Tenn.
H. E. Spears, C. P. A., formerly of 400 
Hearst Tower Building, Baltimore, Md., is 
now located in the Citizen National Bank 
Building, Twelfth Floor, Baltimore, Md.
Henry M. Webster, C. P. A., announces the 
removal of his offices to number 2 West 
Forty-fifth Street, New York City.
Edward V. Wright, C. P. A., of Clarence 
W. McGuire & Co., Certified Public Account­
ants, 18-20 Central Street, Boston, Mass., is 
now located in the Waity Building, Honolulu, 
Hawaii.
Ernst & Ernst announce the removal of 
their Buffalo office to the Tenth Floor, Wal- 
bridge Building, Buffalo, N. Y. William 
Harry Wilson, C. P. A., is Buffalo manager.
Marwick, Mitchell & Co. have entered into 
a working arrangement with W. B. Peat & 
Co., chartered accountants, London, England, 
under which both firms will practice here­
after in the United States, Canada, Great 
Britain and Europe under the name of Peat, 
Marwick, Mitchell & Co. There will be no 
change in the management of the firms in 
the respective countries.
George A. Treadwell, C. P. A., manager of 
the New Orleans office of Peat, Marwick, Mit­
chell & Co., is now located at 503 Audubon 
Building, that city.
William J. Christian, C. P. A., and associ­
ates of the Age-Herald Building, Birming­
ham, Ala., announce the acquisition of the 
entire professional practice of Mr. C. Palmer 
Parker, who is retiring from the practice 
in the State of Alabama.
Coughlin and Coughlin, Auditors and Pub­
lic Accountants, Associates Building, South
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Bend, Ind., announce that Mr. John E. Smart, 
C. P. A., formerly of Chicago, Ill., has been 
admitted to partnership. There will be no 
change in the firm name or policy of the 
organization.
Burney R. Clack, C. P. A., Tulsa, Okla., 
announces the removal of his offices to 207 
Richard Building, where Mr. Sidney R. 
Swaller, Petroleum Engineer, will be asso­
ciated with him in the practice of accounting.
Arthur L. Baldwin, C. P. A., announces 
the opening of offices at 401 Temple Court 
Building, Denver, Colo.
Mattison and Davey, Certified Public Ac­
countants, announce the opening of offices 
in California for the general practice of ac­
countancy under the direction of S. S. 
Webster, Jr., C. P. A., resident partner, with 
offices in the Matson Building, San Fran­
cisco, and the Citizen National Bank Build­
ing, Los Angeles.
Announcement is made of the formation 
of a partnership between D. B. Griffin, C. P. 
A., and J. R. Maceo, under the firm name of 
Maceo & Griffin, with offices at 501-502 W. T. 
Waggoner Building, Fort Worth, Tex.
Lewis Sagal & Company, Certified Public 
Accountants, announce the removal of their 
offices to 152 Temple Street, Liberty Building, 
New Haven, Conn.
Ostreicher & Schmuckler, C. P. A.’s, an­
nounce the formation of a partnership for the 
general practice of accountancy with offices 
at 220 Broadway, New York City.
Thomas W. Branch, C. P. A., announces 
the opening of an office for the general prac­
tice of accounting on the Fifth Floor, Con­
nally Building, Atlanta, Ga.
John Zimmer and Harry B. Howell, C. P. 
A.' s, announce the formation of an associa­
tion for the genera] practice of public ac­
counting under the firm name of Zimmer & 
Howell, with offices at 305 Kanawha National 
Bank Building, Charleston, W. Va.
Archer D. Lewis announces the open­
ing of an office at 219 Consolidated Royalty 
Building, Casper, Wyo.
John J. Harrington, C. P. A., announces 
the opening of an office in Room 12, Lawrence 
Building, Waltham, Mass.
William G. Adkins, C. P. A., announces the 
removal of his office to Room 1100 at number 
30 North Dearborn Street, Chicago, Ill.
Rowland, Thomas & Company, Certified 
Public Accountants, announce the opening of 
an office at 403 Stapleton Building, Billings, 
Mont. 
Edward S. Alexy, C. P. A., formerly of 
Philadelphia, Pa., is now located at Glendale, 
Calif., Box 296 E., Route No. 2.
J. H. Kalmbacher announces the opening 
of an office for the practice of public account­
ing at 316 Security Mutual Building, Bing­
hamton, N. Y.
C. R. Dawson and Company, Certified Pub­
lic Accountants, announce the removal of 
their Atlanta offices from 1012 Georgia Sav­
ings Bank Building to Suite 801-2-3 Mc- 
Glawn-Bowen Building, Atlanta, Ga.
Mark Wolff, C. P. A., announces the re­
moval of his office to 50 Madison Avenue, 
New York City. 
Virley R. Rudd, C. P. A., formerly of In­
dianapolis, Ind., is now located at 605 Peoples 
Life Building, Fourteenth and H Streets, N. 
W., Washington, D. C.
William Dolge & Co., Certified Public Ac­
countants, 369 Pine Street, San Francisco,
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Calif., announce the opening of offices at 510 
Fay Building, Los Angeles, Calif., under the 
firm name and style of Musaus, Dolge & Co., 
and the election of Mr. W. P. Musaus, C. P. 
A., as resident partner in Los Angeles.
O. C. Herdrich, C. P. A., practicing under 
the name of O. C. Herdrich and Company 
for the past four years, and Harry Boggs, 
C. P. A., Chief Accountant of the Indiana 
Public Service Commission, for the past 
seven years, announce the formation of a 
partnership under the name of Herdrich and 
Boggs, Certified Public Accountants, 1014 
Merchants Bank Building, Indianapolis, Ind.
Abraham Baumgarten, C. P. A., announces 
the opening of offices at Brokaw Building, 
1457 Broadway at Forty-second Street, New 
York City, for the continuance of his prac­
tice of accountancy.
Virgil E. Bennett, C. P. A., formerly of 
Allen, Bennett & Mohler, announces his 
withdrawal from that firm and the opening 
of an office for the practice of public ac­
countancy at 1515 Union National Bank 
Building, Pittsburgh, Pa.
James Stuart Ball, C. P. A., announces the 
removal of his offices from the Bond Build­
ing to 208 Evans Building, Washington, D. C.
Thomas & Moore, Certified Public Account­
ants, announce the removal of their offices 
to Suite 220, Bartlett Building, Northwest 
Corner Seventh and Spring Streets, Los An­
geles, Calif.
Henry W. Ragland, C. P. A., is now with 
Paeske, Espinoza & Ragland, 924 Central 
Building, Los Angeles, Calif.
Peat, Marwick, Mitchell & Co. announce 
that they have opened an office at Johnson 
Building, 212-214 South Tyron Street, Char­
lotte, N. C., under the management of 
George H. Adams, C. P. A.
STATE SOCIETY NEWS 
Indiana
An open meeting of the Indiana Associa­
tion of Certified Public Accountants was held 
in the Hotel Severin, Indianapolis, Ind., on 
December 13, 1924. An informal dinner was 
served on the Roof Garden at 6.30 p. m. 
Frederick E. Shortemeier, Secretary of State, 
acted as toastmaster.
J. O. McKinsey, C. P. A., member of the 
firm of Frazer and Torbet, Certified Public 
Accountants, Chicago, and President 6f the 
American Association of University Instruc­
tors in Accounting, spoke on the subject of 
“Modern Tendencies in Accounting Practice.” 
Albert Stump, member of the firm of Clay- 
combe and Stump, Attorneys, Indianapolis, 
spoke on the “Possibilities of Accountants in 
Connection With Receiverships and Bank­
ruptcies.”
Kentucky
The Kentucky Society of Certified Public 
Accountants held its quarterly meeting at the 
Elks Club in Louisville on the afternoon of 
November 28th with the following members 
present: Benhard Bernstein, Sylvian Bern­
stein, M. J. McBride, M. B. McCullen, R. S. 
McGlasson, Wm. Cotton, S. W. Eskew, Her­
bert Howson, J. C. McNeil, W. A. Hifner, Jr.
Papers were read at the meeting as fol­
lows : “What May Be Expected of An Audit,” 
R. G. McGlasson; “An Analysis of the Bal­
ance Sheet,” E. C. Conley; “The Revenue 
Act of 1924,” W. A. Hifner, Jr.
The papers were prepared with a view of 
being of interest to the general business pub­
lic and will be made the subject of a booklet 
soon to be published by the Society for dis­
tribution by the members to clients present 
and prospective. It is the purpose of the 
Society to get out these booklets from time 
to time for distribution by the members in 
an endeavor to acquaint the general public 
with the services the certified public account­
ant is prepared to give.
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An interesting feature of the meeting was 
an open discussion of the various questions 
contained in the questionnaire sent out by 
the Chairman of the Legislative Committee 
of the American Society of Certified Public 
Accountants and suggested to be discussed 
at the National Conference of members of 
State Boards and officials of State Societies 
in Washington on December 3 ,  1924.
New York.
The Accountants Legislation Conference 
has been organized for the purpose of hand­
ling prospective regulatory legislation in the 
practice of the accounting profession in New 
York State, following a mass meeting at 
Bryant Hall, New York City, on Thursday 
evening, December 11, 1924, of nearly one 
thousand local accountants.
Perley Morse, C. P. A., is Chairman of 
the Conference; Harold R. Cronin, C. P. A., 
is Treasurer, and Harold B. Barnett, C. P. A., 
is Secretary of the Conference.
It was voted at the meeting that the chair­
man appoint a large representative commit­
tee to undertake the preparation of a bill 
covering the regulation of the profession. 
This committee will proceed immediately to 
work upon this bill, and is composed of the 
following accountants:
Max H. Akabas, G. H. Kingsley,
Harold B. Barnett, Dr. Joseph J. Klein,
David Berdon, Philip Klupt,
Frank Broaker, Philip Lack,
A. S. Burton, Walter Latzer,
Wm. M. Conant, L. G. F. Lohman,
Harold R. Cronin, Irving Mandell,
Ben. Crystal, Wm. T. Matthies,
Richard F. X. Dunn, Perley Morse, 
Paul-Joseph Esquerre, Homer S. Pace,
Mark I. Fleischer, Louis H. Sagal,
Harry M. Goldblatt, Wolf Sheinberg,
H. Ely Goldsmith, Irving Slavin,
William Goldstone, Watson F. Ward, Jr.,
J. S. M. Goodloe, I. H. Weiss.
M. H. Gotthilf,
North Carolina.
The sixth annual meeting of the North 
Carolina Association of Certified Public Ac­
countants was held at the O. Henry Hotel, 
Greensboro, N. C., on December 12 and 13. 
There were about 50 persons present, includ­
ing some representatives of the South Caro­
lina and Virginia associations. Addresses 
were made at the banquet by Charles W. 
Gold, treasurer of the Jefferson Standard 
Life Insurance Company, and by George H. 
Adams, of Charlotte, the retiring president 
of the North Carolina Association.
The matter of an affiliation of the North 
Carolina Association of Certified Public As- 
countants with the South Carolina Associa­
tion of Certified Public Accountants and the 
Virginia Society of Public Accountants was 
discussed. Messrs. Louis A. Searson, C. P. 
A., of Columbia, S. C., and B. A. McKinney, 
C. P. A., Norfolk, Va., brought messages 
from their respective societies.
A bill redrafting the State C. P. A. law of 
1913 will be presented to the Association for 
approval for presentation to the next session 
of the general assembly.
The following officers were elected for the 
ensuing year: President, Derrill H. McCol- 
lough, of Charlotte; Vice President, Frederick 
Moore, of Charlotte; Secretary-Treasurer, 
George E. Wood, of Charlotte. Mr. Wood has 
been secretary-treasurer of the Association 
since its organization.
West Virginia
The Association of Certified Public Ac­
countants of West Virginia held its annual 
meeting on Thursday, August 21, 1924, at 
Huntington, W. Va., at the Guyandotte Club. 
Those present were: S. A. Blustein, E. C. 
Conley, W. O. Dickey, Okey K. Hayslip, 
Harry R. Howell, David A. Jayne and John 
P. Vaughan.
There was some discussion of the Asso­
ciation’s issuing a publication somewhat simi­
lar to “The Quarterly/’ which is now pub­
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lished by the Virginia Society of Public Ac­
countants.
The following officers were elected for the 
ensuing year: President, Okey K. Hayslip; 
First Vice President, S. Charles Steele; Sec­
ond Vice President, S. A. Blustein; Treasurer, 
N. S. Fitzhugh; Secretary, John P. Vaughan.
The next annual meeting of the Associa­
tion will be held at Charleston, W. Va., on 
Thursday, August 20, 1925.
VISITORS IN WASHINGTON DURING 
MONTH OF DECEMBER
Chester P. Child, New York City.
Frank Wilbur Main, Pittsburgh, Pa. 
Edwin L. Pride, Boston, Mass.
Henry J. Miller, New Orleans, La.
Archie M. Smith, New Orleans, La.
W. T. McConnell, Detroit, Mich.
E. G. Shorrock, Seattle, Wash.
H. A. Dunn, New York City.
F. G. DuBois, Newark, N. J.
A. Lee Rawlings, Norfolk, Va.
Geo. W. Rossetter, Chicago, Ill.
A. H. Hammarstrom, Clinton, Iowa.
W. C. Rowland, Detroit, Mich.
Ernest Clayton, Atlanta, Ga.
A. S. Banks, New York City.
Wm. A. Hifner, Jr., Lexington, Ky.
Louis C. Linck, Denver, Colo.
Wm. C. Jackson, Atlanta, Ga.
Lewis L. Davis, Atlanta, Ga.
James F. Hughes, Jersey City, N. J.
C. R. Dawson, Atlanta, Ga.
A. C. Upleger, Waco, Tex.
Thos. H. Evans, Detroit, Mich.
Alonzo Richardson, Atlanta, Ga.
M. W. Aldridge, Montgomery, Ala.
Louis A. Searson, Columbia, S. C.
Elisha F. Nunan, Boston, Mass.
T. F. O’Brien, Boston, Mass.
Earl M. Williams, Rochester, N. Y.
Alma Rasmussen, Chicago, Ill.
C. F. Seeger, Atlanta, Ga.
David A. Jayne, Charleston, W. Va. 
George P. Ellis, Chicago, Ill.
V. D. Allen, Spokane, Wash.
M. C. Conick, Pittsburgh, Pa.
W. C. Packman, Chicago, Ill.
E. J. Archinard, Fort Worth, Tex.
Wm. Francis Robins, Saginaw, Mich.
J. S. M. Goodloe, New York City.
Victor E. Buron, Texarkana, Ark.-Tex.
A. W. Clapp, Atlanta, Ga.
Frederick L. Thornton, Kansas City, Mo. 
R. A. Lemmon, Detroit, Mich.
James Hall, New York City.
Robt. S. Osborne, Kansas City, Mo.
W. D. Ellis, Atlanta, Ga.
M. H. Rothman, New York City.
THE NATIONAL SURETY COMPANY
Editor The Certified Public Accountant.
Sir: The National Surety Company, 
through its subsidiary, The National Ac­
counting Company, invades the field of ac­
countancy with an offer to do public auditing 
for certain of its customers at cost and for 
others at cost plus a small profit, and in a 
letter to The Certified Public Accountant, 
claims that it does not understand why C. P. 
A.’s should object to such action inasmuch as 
it is taken for the company’s protection.
In one paragraph of Mr. Rathbone’s letter 
he says: “Perhaps 90 per cent of its auditing 
work is National Surety Co. work, auditing 
its agents, its various branch offices and 
others who handle money for the company.” 
In the same paragraph he adds: “But our 
auditing in most cases is for the purpose of 
determining something that the Surety Co. 
desires to know in order to determine its 
safety on a risk, or to prevent losses on such 
risk.” In another paragraph Mr. Rathbone 
says: “Our only object in making these audits 
is to prevent cumulative losses.” These state­
ments are not only conflicting, but are not in 
harmony with the company’s advertisement.
President St. John, of the National Surety 
Company, was quoted in the New York
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Times of July 6, 1924, to the effect that lack 
of education in embezzlement methods caused 
business an annual loss of approximately 
$125,000,000.00. It is significant that he did 
not make good his statement that embezzle­
ment may be stopped by educating the busi­
ness public in protective methods of a prac­
tical nature through instructing policy­
holders in methods of prevention. Perhaps 
there is better insurance propaganda in the 
recital of his sixteen (published) anecdotes, 
one of which stated that embezzlement was 
detected through the astuteness of an em­
ployer in noticing that an employee wore a 
“silk shirt," and by advertising through a 
supply of textbooks on honesty sent to 1,500 
public schools at the National Surety Com­
pany’s expense.
Unless it can be shown that the subsidiary 
of the National Surety Company is more cap­
able in public auditing than are certified pub­
lic accountants, the object of the advertise­
ment which has led to this discussion 
obviously must be to offer the services of the 
National Accounting Company as a premium 
for new surety business. If the purpose were 
solely to protect the surety company and the 
public against cumulative losses, recourse 
could have been had, as has been done, to a 
clause in the contract requiring the bene­
ficiary of the insurance to audit the fidelity 
of the insured at least twice a year or to 
have the same done by C. P. A.’s.
It will not be possible to convince the busi­
ness public that C. P. A.’s of established 
reputation are not better qualified than is the 
National Accounting Company to render 
every kind of service required of auditors. 
The National Surety Company must be well 
aware that such is the case.
Respectfully,
FRANKLIN W. RICHARDSON.
 ANNOUNCEMENT
Wiegner, Rockey & Co., Certified Public 
Accountants, Drexel Building, Philadelphia, 
Pa., announce that William H. Welcker, C. P. 
A., has been admitted to membership in the 
firm.
PERSONALS
The attention of our readers is called to 
the December, 1924, issue of the American 
Bankruptcy Review, a monthly magazine 
for lawyers, bankers, and business men, 
published in New York City, to two arti­
cles of especial interest to certified public 
accountants. One article, “An Accountant’s 
Viewpoint of the Bankruptcy Situation” is 
by David Berdon, a certified public account­
ant. The other article on “The Prevention 
and Detection of Fraudulent Failures” is by 
Samuel Newberger, also a certified public ac­
countant. Copies of this issue can be secured 
by addressing the American Bankruptcy Re­
view, 165 Broadway, New York City.
Mr. Joel Hunter, of Atlanta, Georgia, was 
appointed as one of a special committee of 
five to investigate economic and business 
conditions in Atlanta at a meeting held on 
Monday evening, December 29th, by seventy- 
five of Atlanta’s leading business men rep­
resenting the thirty-eight civic organizations 
of Atlanta. This meeting followed a dinner 
given by the President’s Club at the Biltmore 
Hotel.
Mr. Hunter is a past president of the 
Georgia State Society of Certified Public Ac­
countants, past president of the State Board 
of Examiners, and is now president of At­
lanta’s City Club.
A. Lee Rawlings & Co., Certified Public 
Accountants, of Norfolk, Va., entertained the 
members of their staff with a banquet at the 
Monticello Hotel on Monday evening, Decem­
ber 29th. Interesting talks were given by 
Mr. Rawlings, H. M. Lee, A. S. Fitzgerald, 
and other members of the staff.
Nathaniel L. Goldstein, former Deputy At-  
torney General of the State of New York, 
Certified Public Accountant and Attorney at 
Law, has been re-elected President and Wil­
liam S. Zinman, C. P. A., Secretary, of the 
Metro Audit Corporation, with offices at 511 
Fifth Avenue, New York City, and Invest­
ment Building, Washington, D. C.
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CONFERENCE OF STATE BOARDS AND
STATE SOCIETIES
(Continued from page 8.)
Some discussion arose over the suggested 
provision: “The Board may prescribe a stand­
ard of professional conduct for public ac­
countants,” but the vote in favor of that pro­
vision was 18 to 3 after the addition had been 
made of the words “and formulate rules de­
fining unethical practice.”
The suggested law provided for an annual 
license fee similar to that already in use in 
at least 8 States. This provoked a lively dis­
cussion and the vote in its favor was 14 to
13. An annual fee was advocated in order to 
provide funds whereby an annual list of ac­
countants might be printed and furnished to 
county and State officials, banks, and other 
financial institutions. In this way the public 
would always be able to determine who were 
properly qualified public accountants. It was 
felt that few States could afford the expense 
of such a publication out of their ordinary 
income. A suggestion that an annual fee be 
charged, known as a registration fee, for the 
purpose of financing the placing of this in­
formation before the public was favored by 
a vote of 20 to 9.
The next question was whether the pro­
fession was ready in most States for a law 
which completely regulated public account­
ants. It was pointed out that Maryland and 
Louisiana already had such a law, that New 
York has passed such a law but it had been 
vetoed by the Governor and that Oklahoma, 
in its first C. P. A. law, had made an attempt 
to completely regulate public accounting but 
that its Supreme Court had recently declared 
that feature of the law to be unconstitutional. 
It was generally felt that the Oklahoma situ­
ation was different from that in any other of 
the States. In none of the other professions 
did the first law attempt to do anything more 
than register those who voluntarily applied 
but in time complete regulation was secured. 
In all of the States except Oklahoma the first 
laws were of a registration character, but 
with the growth of the profession and the in­
crease in the responsibility which has been 
put upon the public accountant and in view 
of the fact that the United States Board of 
Tax Appeals had recently recognized the cer­
tified public accountant as qualified to prac­
tice before that body, the vote was 22 to 2 
in favor of complete regulation and later the 
vote was unanimous in favor of following 
the Maryland plan of recognition of account­
ants already in practice rather than the New 
York plan.
The suggestion that to the usual designa­
tions “certified public accountant” and “public 
accountant” there be added the words “and 
auditor” was rejected by a vote of 13 to 4. 
The provision that the C. P. A. certificates 
might be issued to chartered accountants 
with the further provision that “the terms 
chartered accountant and certified account­
ant and the abbreviation C. A. are specifically 
prohibited as being prima facia misleading 
to the public” was adopted with a single dis­
senting vote.
The provision that when a Board shall have 
prescribed a standard of professional con­
duct it shall be made a part of the applica­
tion for a certificate and that before a cer­
tificate shall be issued the person securing 
the same shall file an oath for the faithful 
discharge of the duties of a certified public 
accountant or public accountant was agreed 
to unanimously, as was also a provision es­
tablishing a confidential relationship between 
client and accountant.
The provision requiring the registration of 
all persons, firms or corporations engaged in 
public accounting at the time when the law 
was proposed met with no objection, it being 
understood that persons who had already re­
ceived a certificate would call themselves cer­
tified public accountant and those who had 
not qualified under the present laws should 
be registered as public accountants but that 
hereafter certificates should only be issued to 
those who qualified as certified public ac­
countants.
As to whether certificates should be issued 
to persons who had not completed their citi­
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zenship the vote was 10 to 12 in favor of ac­
cepting first citizenship papers, but the vote 
was unanimous that in case citizenship was 
not completed the certificate issued to appli­
cants on the first papers should be revoked.
The educational qualifications were made 
the equivalent of a four-year high school 
course of study, with four years of practical 
public accounting experience, with a further 
provision that the Board might accept a di­
ploma from a satisfactory school of account­
ancy in lieu of one year of public accounting 
experience.
The vote was unanimous with regard to 
the provision that certificates issued by an­
other State might be recognized by a Board 
even though reciprocal relations had not been 
established between the States affected. It 
was felt that this provision gave more au­
thority to the respective State boards and 
would tend to increase the ease with which 
persons might practice public accounting in 
different States.
The provision that persons should only be 
admitted to examination or certificates issued 
thereto when the individuals were residents 
of the State giving the examination or had 
an office in the State for the regular trans­
action of business received a unanimous 
affirmative vote.
No objection was raised to a provision for 
giving an examination in all subjects save 
practical accounting to one who has had four 
years of practical accounting experience of 
a character needed to qualify one to act as an 
internal auditor or who was a graduate from 
a four-year college or university course in 
business administration of a standard grade. 
A person passing such an examination might, 
after completing two years of practical pub­
lic accounting experience, take an examina­
tion in practical accounting and public audit­
ing, and if successful secure a C. P. A. cer­
tificate. This provision was inserted for the 
purpose of opening the way for prospective 
candidates in the public accounting game in 
view of the proposition to completely regu­
late the profession.
The provisions as to revoking certificates 
and penalties for violations were unanimously 
agreed to. They included a paragraph pro­
viding that employees do not need to be cer­
tified, that the law was not intended to apply 
to attorneys nor to certified public account­
ants from another State who were tempo­
rarily in the State in question engaged on 
professional business incident to their regu­
lar practice in the States of their domicile.
A more detailed report of the meeting to­
gether with the outline which was the basis 
of the discussion has been furnished to each 
member of State boards of accountancy and 
to each officer of State C. P. A. societies so 
that in the preparation of the laws which 
may be presented to the several legislatures 
this year each group will have the benefit of 
the opinions of those who were present at 
this meeting. All present were of the opin­
ion that it had been a profitable day and that 
from this mutual exchange of ideas good 
would come.
STATE BOARD NEWS
Massachusetts 
There were 347 candidates for the C. P. A. 
certificate at the examination given by the 
Board of Examiners of Massachusetts on 
December 10th and 11th, 1924.
Texas
The Texas State Board of Accountancy 
announces the issuance of twenty-one Certi­
fied Public Accountant certificates as a result 
of the last examination given by that Board.
Mr. Charles D. Hamel, Chairman of the 
United States Board of Tax Appeals, ad­
dressed on the evening of December 16, 1924, 
one of the largest meetings ever held by the 
Philadelphia Chapter of the Pennsylvania 
Institute of Certified Public Accountants.
Mr. Hamel's address will be published in 
the February issue of THE CERTIFIED 
PUBLIC ACCOUNTANT.
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Membership in The American Society of Certified Public Accountants
(C on tinued  from  th e  D ecem ber issu e )
_________________________ NAME
W m. B. K in g ..............................................
C h a rle s  G ale ................................................
R o b e rt J. W a lk e r .....................................
J o h n  B ev erly  R ed fo rd ...................... ......
B. A. M cK inney ............... .........................
E d w a rd  R. Jo n e s .....................................
T h o m as H. L aw re n c e ............................
S ydney T. L ee............................................
T h o m as W m. Y a g er.................................
Ja m es  M. W illey .....................................
T h o m as B. G. H e n d erso n ......................
N orm an J. L e n h a r t ...................................
F re d  S. A tw ood...................... ..................
E d w in  E lle t t  G ano...................................
H a ro ld  A. W a lb u rn .................................
P a tr ic k  Jo sep h  C a rte r .............................
F r a n k  Jack so n  L an g ley ........................
L e lan d  E. T e rry ..........................................
L o w ery  V ern er C olvin ............................
C h a rle s  A. S te tso n ...................................
E d w ard  V. W rig h t ...................................
C lifford E u g en e  Scoville........................
A r th u r  S t e w a r t ..........................................
F ra n k  L. Z w em er.....................................
F ra n c is  E. K epp le ......................................
Jo h n  T hom as D ru ry .................................
O scar Seym our F ish b a c h ......................
F ra n c is  S. L am b.......................................
G eorge  T hom as G rah am ........................
A r th u r  J. F a rb e r . ......................................
R ich a rd  S m e th u rs t, J r .............................
W m . M arsh a ll T r a n t ...............................
W a lte r  E. N issen ........... ..........................
J. E. G u idry ................................................
G eorge F. C am pbell.................................
C larence  S u llivan  B lack ......................
A lb e rt E d w ard  H am ilton......................
H u g h  M. F ry e ..............................................
D uncan  E. P ed ig o ............... ;. ..................
B irn ey  D. S p ra d lin g .................................
Jo h n  S. L loyd ..............................................
G eorge  R ow land  Y oung ........................
G ra n t L. B e ll..............................................
L ou is T heodore  D iebels........................
L ou is L effler....................................... ........
Jo sep h  O liv e r ..............................................
T h o m as L. M atlo ck ...................................
Jo sep h  N. C ase lla .....................................
H a rry  P e a r lb e r g .......................................
S am uel B asescu ..........................................
Ow en H. G aw th ro p ...................................
Ja c o b  K ro m b e rg .......................................
E m il J . L u s tg a r te n ...................................
H e rb e r t  H e s s ..............................................
J . H. O’C onnell............................................
E rn s t  F. W e tte ro th .................................
J. M. N eu m ay er..........................................
Jo sep h  F . C oerver...................................
C larence H. C a rte r ................................
H a r ry  O sborn L ee te .................................
C. G. R a u sc h ......... .......................................
J a y  C alv in  V an K irk ...................... ........
G uy  M. S co tt................................................
G uy S co tt A lex an d e r...............................
S idney  S. C ohan.........................................
R aym ond D. W illa rd ...............................
J . M. M cF errin ..........................................
X. B ender T a n s ill .....................................
H a r ry  H o u g h ..............................................
P a u l O. D ittm a r ..........................................
V in cen t B. H a g g e r ty ...............................
G uy C am b ria ................................................
A lex an d er T. H u ll.....................................
Jo h n  M. C a rso n ..........................................
H a ro ld  G r e e n b la t t ......... ..........................
J u l iu s  M andel..............................................
S am uel L. B elson ............................... ........
H a r ry  E. L u n sfo rd ...................................
F ra n c is  A. W rig h t...................................
P a r r y  J. B a rn e s ..........................................
R o b e rt S co tt O sborne.............................
T hom as H. B ra d in g .................................
F ra n c is  R. B rod ie .....................................
L e s te r  H u tc h in g s .....................................
P a u l C. N o lan ........................ .....................
T om  C. H an se n ....................... ....................
W. E . B a ird  ...................... .......... ...............
T heodore  P h illip s , J r ...............................
L ouis I. K a n e ........................... ..................
I rv in g  M. M a rk s .........................................
W illiam  S a rg e n t S a lw ay ........................
.......................CITY
S e a tt le ............................
B o s to n ............................
N o r fo lk ...................... .
N o r fo lk ..........................
N o r fo lk ..........................
N o r fo lk ..........................
D en v er ........ ...................
S a v a n n a h .....................
S a v a n n a h ......................
W a sh in g to n ................
C h ica g o ..........................
C h ica g o ..........................
S ou th  P o r tla n d ..........
E liz a b e th ......................
P h ila d e lp h ia ...............
C h ica g o .........................
B r o c k to n .......................
C h icago .....-............ -.....
S h rev ep o rt....................
B o s to n ............................
B o sto n ......... .................
B o s to n ............................
P o rtla n d ........................
C lev e la n d ....... ...........
F o r t W o rth ...... ...........
L y n n ............................... .
R ea d in g .........................
O sh k osh ........................
O sh k osh ....... -................
P it t sb u r g h ....................
C in c in n a ti.....................
D en v er ...... .....................
S a lt L ak e C ity ...........
N ew  O rlean s................
H a rtfo rd .......................
L os A n g e le s .................
L os A n g e le s ................ .
D a lla s .............................
In d ia n a p o lis ................
In d ia n a p o lis ................
W ilk e s -B a r r e ............
W a terb u ry ....................
S cra n to n ........................
San F r a n c isc o .............
N ew  York  C ity ............
B a lt im o r e .....................
W in sto n -S a le m .........
S a lt L ak e C ity ............
N ew  Y ork  C ity ......... .
B r o o k ly n .......................
B a ltim o r e .....................
N ew  Y ork  C ity ...........
N ew  Y ork  C ity ...........
N ew  Y ork  C ity ...........
St. L o u is ........................
St. L o u is .........................
St. L o u is .........................
St. L o u is .........................
N ew  Y ork  C ity ...........
B r o o k ly n .......................
A k ro n .............................
N ew  O rlean s...............
R ich m on d .....................
A u g u sta ......... ...............
St. L o u is ........................
B o s to n ............-...............
M acon ...............................
N ew  Y ork  C ity ...........
H u d so n ...........................
C h icago ..........................
J e r se y  C ity ...................
M iddletow n..................
G lade S p rin g ...............
P h ila d e lp h ia ...............
N ew  Y ork  C ity ...........
N ew  Y ork  C ity ...........
B o s to n ............................
K a n sa s  C ity .................
K a n sa s  C ity .................
K a n sa s  C ity .................
K a n sa s  C ity ................
K a n sa s  C ity ................
K a n sa s  C ity .................
K a n sa s  C ity ................
K a n sa s  C ity .................
K a n sa s  C ity .................
K a n sa s  C ity ......... .......
N ew  Y ork  C ity ...........
N ew  Y ork  C ity ...........
N ew  Y ork  C ity ...........
N ew  Y ork  C ity ..........
......................STATE
W ash ing ton .
M assachuse tts .
V irg in ia .
V irg in ia .
V irg in ia .
V irg in ia .
Colorado.
G eorgia.
G eorgia.
D is tr ic t of Colum bia. 
Illinois.
Illinois.
Maine.
New Je rsey .
P enn sy lv an ia .
Illino is.
M assachuse tts .
Illinois.
L ouisiana.
M assachuse tts .
M assachuse tts .
M assachuse tts .
Oregon.
Ohio.
Texas.
M assachuse tts .
P en n sy lv an ia .
W isconsin.
W isconsin.
P en n sy lv an ia .
Ohio.
Colorado.
U tah .
L ouisiana.
C onnecticu t.
C alifo rn ia.
C alifo rn ia.
Texas.
Ind iana .
Ind iana .
P en n sy lv an ia .
C onnecticut.
P en n sy lv an ia .
C alifo rn ia.
New Y ork.
M aryland.
N orth  C arolina.
U tah.
New York.
New York,
M aryland.
New York.
N ew  York.
New York.
M issouri.
M issouri.
M issouri.
M issouri.
New York.
New York.
Ohio.
L ouisiana.
V irg in ia .
G eorgia.
M issouri.
M assach u se tts .
G eorgia.
New York.
Ohio.
Illino is.
New Je rsey . 
C onnecticut. 
V irg in ia . 
P en n sy lv an ia .
New Y ork.
New Y ork.
M assach u se tts .
M issouri.
M issouri.
M issouri.
M issouri.
M issouri.
M issouri.
M issouri.
M issouri.
M issouri.
M issouri.
New Y ork.
New Y ork.
New Y ork.
New Y ork.
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N A M E
O sc a r  W i n k l e r .............................. ..
H a r r y  G e is t ....... ...............................
H a r r y  A le x a n d e r  S c h a r f ............
G e o rg e  R . K e a s t ............................
G e o rg e  E . C o n ro y .........................
S o l W e il .......................................
H e r b e r t  C o llin s  M e tc a lfe .........
W a r r e n  P a r k  H i l l .........................
H a ro ld  G ib b s  H u tc h in s o n .........
E d w a rd  P . C o m in s .......................
G e o rg e  S. W o lp e r .. .......................
L o u is  F . T a n n e r ..............................
D o ra  G. R o w o r th ........................ —
C h a r le s  M o o r e ................ ................
A le x a n d e r  R . G r a n t .....................
J a m e s  H . E l l i o t t ....... ................... .
T ru m a n  C. E d w a rd s ........ — ......
F r a n k  P . R iv e r s ............................
W a l t e r  L . S e b r in g .........................
S a m u e l P . R a c in e .........................
M a n u e l H o e n ig ............... .................
H e n r y  E . S a r g e n t ..........................
R o y a l M a x w e ll C u t le r ................
N o rm a n  H . S. V in c e n t.................
E d w a rd  S te a c i e ..............................
H a r o ld  B . B a r n e t t ..........................
L o u is  S im o n o ff.................................
M o rr is  C i t r in  ...................................
M ic h a e l P e y s e r ................................
C h a r le s  J a c o b s o n ..........................
P a u l  W in fie ld  F i t z k e e ................
R o b e r t  A. W o o d ..............................
H a r r y  M. J a y  — .........................
P e a r c e  C. D a v is  ..........................
W m . C. H e a to n  ............................
A le x a n d e r  D o lo w itz  ------------
J o h n  J .  H e lm u s  ..........................
H a ls e y  C. E d g e r to n  ...........-----
A d e le  M. E m in  ............................
M a y e r  W e s tb ro o k  A ld r id g e  ...
H a r r y  A lle n  H ig g in s ................
C h r is  M . M a r t in  ..........................
H e r b e r t  M c M u llen  H o w s o n  ...
A lb e r t  A. A d le r  ..........................
P e r c y  B lo c k  ...................................
H a r r i e t  B. L. G o ld s te in  ........ .
H u n te r  A s h lin  D y k e s  ..............
C h a r le s  W . B u r to n , J r ..............
W m . M c K in le y  W e tz e l  ............
R o b e r t  W ilm e r  B la c k  ............
I r v in g  P o l la y  .............. .............. -
F r e d e r ic k  B o n d  C h e r r in g to n
G e o rg e  S. C la rk s o n  ........... ........
H . F o r r e s t  K im b a l l  ...j...................
J a m e s  F . R o l l in s  .......................
A u s tin  O. U h l ..............................
E a r l e  H . C u n n in g h a m  ............
H a r r y  L e f k e r  ..............................
S im on  J . H e lm a n ...........-.............
H a r v a r d  L . M a n n  ........................
F r a n c i s  H . E . W a l te r  ..............
H o ra c e  C. H a r t s h o r n  .................
C la re n c e  W . M o o re  --................
J a c o b  S c h a p iro  ...........................-
L o u is  S c h a p iro  ............................
J .  H e n r y  O ehm ann . ...................
L eo  J . S te p h e n s  ..........................
E r n e s t  E . G o d fre y  .....................
H o m e r  H . T o o le y  .......................
R o b e r t  M. Z e i t l in  .......................
E r n e s t  L. R i le y  ------------------—
A n d re w  F a i r c h i ld  S h e rm a n  ..
L a w re n c e  S. T im p so n  -----------
H a r r y  I r a  W e in e r  .....................
E d w a rd  M o rr ic e  ..... ........... ..........
M y r ti le  C e rf  ................................... .
A. H . H u g g a r d  ----------------------
C h a r le s  O rv i l le  L a  R u e
M y ro n  M. G o ld m a n  __ — ............ .
C h a r le s  J a m e s  M e tz  ......................
C h a r le s  E . C ro w le y  .............. .........
M ax  S c a ll  ............................................
L. G. R ic e  .............................................
H a ro ld  R ic h a rd  W e ile  ..................
M u rd o c h  J . G illis , J r .  ....................
W m . A. D e H o r i ty ....................... - .....
J o h n  W . A r m s t r o n g  ___________
E d w a rd  L. P e p p e l  ....... .................. .
P h i l ip  E . B a s so n  _______________
A a ro n  G re e n s p a n  
J o h n  J . T u r n e r  .................................
W m . B e rn s te in  .................................
C. P . K in g  ...........................................
____________ C IT Y
N ew  Y o rk  C ity .............
N e w  Y o rk  C ity .............
N ew  Y o rk  C ity .............
S an  F ra n c is c o ...............
N ew  O r le a n s ..................
A le x a n d r ia .....................
B a l t im o r e ........................
L o s  A n g e le s ...................
E n g le w o o d .....................
B o s to n ...............................
B o s to n ...............................
M o rg a n to w n .................
N e w a r k - ..........................
K n o x v il le ........................
C h ic a g o ............................
B o s to n ...............................
B o s to n ..... ..........................
A t l a n t a .............................
P i t t s b u r g h . .................
S e a t t l e ...............................
N e w a r k .............................
S a le m ................ .................
B e v e r ly ..... .......................
B o s to n ....... .......................
B o s to n ...............................
N ew  Y o rk  C i ty ..............
N ew  Y o rk  C i ty ..............
N ew  Y o rk  C ity ..............
N ew  Y o rk  C ity ..............
N ew  Y o rk  C ity ..............
T u ls a ..................................
D u  B o is .............................
M e m p h is  .......................
S e a t t le  ............................
N ew  Y o rk  C ity  .......
N ew  Y o rk  City  ....... .
N ew  Y o rk  C ity  ........
H a n o v e r  ..... .................. .
P ro v id e n c e  ..................
M o n tg o m e ry  ..............
M a rq u e t te  ..................
C h ic a g o  ..........................
L o u is v il le  ..................... .
N e w a rk  ....... ..................
N e w a rk  ....... .................. .
N ew  Y o rk  C ity  ........
B a lt im o re  .............. .......
B a lt im o re  ..................
O v e r le a  (B a l t im o re )
B a lt im o re  ......................
R o x b u ry  ....................... .
B o s to n  .............................
B o s to n  .............................
Q u in c y  ...................... ....
B o s to n  ..............................
W o l la s to n  ...................
P o r t l a n d  ............. ..........
N ew  Y o rk  C ity  ........
B o s to n  .............................
B o s to n  .............................
B o s to n  .............................
B o s to n  .............................
S t. P a u l  ........................
N ew  Y o rk  C ity  ........
N ew  Y o rk  C ity  ........
W a s h in g to n  ____ ____
P i t t s b u r g h  ....................
L o s  A n g e le s  ...............
S an  F ra n c is c o  .............
L o s  A n g e le s  ...............
L o s  A n g e le s  ...............
O a k la n d  ....... ............. ..
O a k la n d  ........................
L o s  A n g e le s  ..... ..........
S a c ra m e n to  .............. .
S a n  F ra n c is c o  ______
S an  F ra n c is c o  .............
L o s  A n g e le s  ...............
N ew  O r le a n s  ...............
A t l a n t a  ...........................
C a m b r id g e  .............. .....
N ew  Y o rk  C ity  ........
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C. P. A. EXAMINATIONS
P R E P A R E  F O R  T H E M  A T  T H E
Post Graduate School of 
Accountancy (N. Y. City, N. Y.)
F o u n d e d  1912
230 N. Y. C. P. A.’s 
50 C. P. A.'s of other States 
Have Done So.
RESIDENT COURSE—Begins latter 
part of February, 1925, for exami­
nations of June, 1925.
CORRESPONDENCE COURSE—To
last 15 weeks, for examinations of 
any State.
Descriptive Pamphlet sent on request.
W r i t e  to
Paul-Joseph Esquerre, C. P. A.
20 Vesey Street, N. Y., N. Y.
P le a s e  m e n tio n  
T h e  C e rtif ie d  P u b l ic  A c c o u n ta n t .
The Certified Public Accountant
T h e  O fficial O rg a n  o f th e  
A M E R IC A N  SO C IE T Y  O F  C E R T IF IE D  
P U B L IC  A CC O U N TA N TS
A n n o u n c e s  t h a t  i t  w i l l  a c c e p t  a  l im ite d  
a m o u n t  o f h ig h - g ra d e  
A D V E R T IS IN G  M A T T E R
S ta te m e n t  o f  C ir c u la t io n  a n d  A d v e r t i s in g  
R a te s  w il l  be f u rn is h e d  on  a p p l ic a t io n
T H E  C E R T IF IE D  P U B L IC  A C C O U N TA N T 
W o o d w a rd  B u ild in g , W a s h in g to n ,  D . C.
STANDARD APPRAISALS
Made by Qualified Experts in all lines
Correspondence Invited.
Standard Appraisal Company
90 John Street, New York
B ra n c h e s ,  A ll P r in c ip a l  C itie s .
Bound Volumes, Nos. 2 and 3
For 1923 and 1924, Respectively 
OF
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
With complete Index, are ready for shipment 
Place your order now as the supply will be limited
PRICE $5.00 PER VOLUME
THE CERTIFIED PUBLIC ACCOUNTANT
W O O D W A R D  B U I L D I N G  
WASHINGTON, D. C.
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
Commerce Clearing House
ANNOUNCES THE NEW
U. S. BOARD OF TAX APPEALS
AND
FEDERAL COURT SERVICE
INCOME AND ESTATE TAX CASES.
In order to fully comply with the requirements and demands of those 
practicing in the field of Income Taxes, this Service consists of
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC  A C C O U N T A N T
Docket and Calendar.
Abstracts of Petitions, 
including statement of 
facts and assignment of 
errors.
Abstract of Answers made 
by the Commissioner.
Notation of Briefs, 
Motions, Orders, Etc.
Finding of Facts.
Decision of Court.
Practice and Pro­
cedure Information.
Copy of all Documents 
at Syndicated Cost.
Routine Information and 
Service covering your 
specific cases without 
additional cost.
Transcript of Evidence 
at Syndicated Cost.
No CERTIFIED PUBLIC ACCOUNTANT can conscientiously be 
without this new Service
For full information address
COMMERCE CLEARING HOUSE
CHICAGO WASHINGTON NEW YORK
Ill. Merchants’ Bk. Bldg. 806 Un. Tr. Bldg. 67 Wall St.
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It is better by noble 
boldness to run the risk 
o f  being subject to half 
o f the evils which we an­
ticipate than to remain in 
cowardly listlessness for 
fear of what may happen.
— Herodotus
DEVOTED TO THE INTERESTS OF THE C. P. A., HIS CLIENT, AND THE PUBLIC WELFARE
ANNOUNCING 
P ridem arked  Pa pe r  in S mall Lots
You can now secure “Pridemarked” (privately watermarked) Paper 
by the Protective Drury Process in lots of 6000 letterheads and envelopes.
The charge for original design is but $20.00.
The paper is a 24 lb. all rag bond, at a reasonable price, specially 
finished for engraving.
Your own “Pridemarked” Paper will add to the prestige and dignity 
of your name.
Write on your present letterhead for complete details.
E. G. YERG PRINTING CO., Inc.
SOLE AGENTS TO ACCOUNTANTS  
85-89 WASHINGTON AVE. BELLEVILLE, N. J.
Just simply hinting about DEWES Printing
Ask Dewes
About D ewco Printing
Dewco printing is that something that makes it just a little different and better than 
ordinary printing— Try it, you won’t be sorry you did. Honest fact is you are letting 
dollars drift away every day you delay.
Our idea is that service brings its own reward, and that if we put thoughtful interest 
in our customers’ needs before the almighty dollar, the dollar will not entirely evade us.
We stand ready to give you the best we have in brain and equipment. No job is too 
insignificant to receive as prompt and careful attention as the more remunerative ones.
Let us SURPRISE YOU.
A. B. Dewes Printing and Stationery Co.
Direct Mail Advertising, Anything in Stationery, Modern Office Systems 
SOUTHWEST CORNER EIGHTH AND PINE STREETS ST. LOUIS, MO.
Is your name on our mailing list to receive “DEWES TIPS?”
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B a n k  B u ild in g , P a r k e r s b u r g .
W is c o n s in — C a rl  P e n n e r ,  C. P . A., 1302 T r u s t  C o m p a n y  
B u ild in g , M ilw a u k e e .
W y o m in g — W a l te r  D. B a tc h e l lo r ,  C. P . A., C it iz e n s  
N a t io n a l  B a n k  B u ild in g , C h e y e n n e .
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Unity and Uniformity
The terms “unity” and “uniformity” are 
sometimes used more or less interchangeably. 
Unity and uniformity, however, mean two 
very different things. In a family there 
should be a unity of purpose and a unity of 
spirit. Each member of a family, however, 
has his or her own distinct personality and 
no two members of the same family think 
exactly alike or look exactly alike. The only 
family where the members could be uniform 
in size or stature, in individual appearance 
or individual outlook, or in any other way, 
would be a family of automatons.
Nature abhors uniformity. No two indi­
viduals in the entire universe, not even any 
set of Chinese twins, have ever looked ex­
actly alike. This is also true of the animal 
and vegetable kingdoms. No two sunsets or 
no two banks of clouds are ever exactly alike.
For some reason or other, however, 
through the ages religious and sometimes 
educational leaders have continuously, and 
always unsuccessfully, sought uniformity in 
thought. Our professions have not entirely 
passed up this vain quest.
A few years ago we went through a craze 
for efficiency. Perhaps the greatest reason 
for the lack of favor which the word “effi­
ciency” now meets is the fact that “efficiency 
experts” invariably sought to bring about 
deadening uniformity.
The reason why the uniform cost system 
has not made more progress is its uni­
formity.
The Department of Manufacture of the 
United States Chamber of Commerce in pro­
moting better cost accounting has from the 
beginning emphasized the importance of uni­
form principles in each industry rather than 
absolutely uniform systems.
It would be a fine thing if it were possible 
to run this universe by uniform standards. 
It, however, would not be a universe of hu­
man beings.
While successful uniformity is impossible 
in any phase of life— unity of spirit, unity of 
purpose, and unity in a desire to serve, is 
something diametrically different and is well 
worth while in every sense of the word.
FRANK WILBUR MAIN.
ANOTHER “ACCOUNTANCY SCHOOL"
“Of the making of Accountancy Corre­
spondence Schools there is no end.”
The literature of one of the recent addi­
tions to the ranks of so-called “Schools” 
carrys the following statement:
“Every State in the Union is holding E x­
aminations from time to time each year 
which Bookkeepers can take and pass and 
become Certified Public Accountants at big­
ger money than they ever before expected 
to earn.
“Some of the State Examinations are 
easier than others. But you are eligible to 
any of them, no matter in what State you 
live. It will pay you, therefore, to be ex­
amined in the nearest State where the test 
is not so severe.
* * * “Certified Public Accountants 
earn $300 up per month. A large proportion 
of Bookkeepers fail to pass the State Exam­
ination simply because they are not properly 
prepared.
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* * * "If you take this course in............
and really work at it—you should pass any 
State Examination. A year from now when 
you see the words CERTIFIED PUBLIC AC­
COUNTANT on the glass in your door, you
will be thankful you took t h e .......... course
we offer you now. As a C. P. A. you will 
meet big business men, consult with them, 
and through these associations greater op­
portunities will be thrown your way.
* * * “$100 per week income will be­
come quite a common thing. Right now you 
would like to be earning $100!”
And so on “ad nauseatum.”
The erroneous character of some of the 
above statements are so evident that they 
require no comment. Certified public ac­
countants and the profession owe much to 
the splendid work of Accountancy Schools, 
both for the work that they have done in 
the past and are doing now. The profession 
will progress and place beyond a shadow of 
a doubt its right to be classed as a profes­
sion as it progresses and advances in edu­
cation in its own particular field of activity. 
Without questioning the merits or demerits
of the course of study offered by t h e ..........
school whose literature is quoted above, we 
do not hesitate to say that many “book­
keepers” will be misled by this literature 
and as a consequent result the profession 
will be damaged.
The door of the profession of Certified 
Public Accountancy is not such as may be 
opened by such a “sesame” as this school 
would pronounce.
The modem development of business and 
the intricacies of its promotion are such as 
to require of those who would give expert 
advice, to have a series of years of painstak­
ing training, both educational and practical, 
in order to be of service in an advisory ca­
pacity. Certified public accountants can and 
should make an effort to correct such erron­
eous conceptions of the work of a certified 
public accountant.
LEGISLATIVE COMMITTEE APPOINTED
President Pride has announced the follow­
ing appointments to the Legislative Commit­
tee for the year 1925:
First District—John J. Wall, C. P. A., Hos­
pital Trust Building, Providence, R. I.
Second District—Charles S. McCulloh, C. 
P. A., 100 Broadway, New York City.
Third District—James K. Eagan, C. P. A., 
Equitable Building, Baltimore, Md.
Fourth District—D. W. Springer, C. P. A., 
Ann Arbor, Mich.
Fifth District—Paul W. Pinkerton, 30 
North La Salle Street, Chicago, Ill.
Sixth District—M. W. Aldridge, C. P. A., 
P. O. Box 695, Montgomery, Ala.
Seventh District—Carl Penner, C. P. A., 
Trust Company Building, Milwaukee, Wis.
Eighth District—Archie M. Smith, C. P. 
A., Hibernia Bank Building, New Orleans, La.
Ninth District—Reynold E. Blight, C. P. 
A., Washington Building, Los Angeles, Calif.
Tenth District—W. Grant Hoage, C. P. A., 
Metals Bank Building, Butte, Montana.
D. W. Springer, of Ann Arbor, Mich., has 
been reappointed chairman of this committee.
BOGUS “C. P. A.’S” STILL OPERATING
Our attention is frequently called to cases 
where an accountant is holding himself out 
as a C. P. A. of some state when as a m atter 
of fact he is not certified by any state.
We can usually, in a very short time, dis­
pose of such bogus claims by reference to the 
official records on file in the office of the 
American Society. For instance, a few days 
ago one of our members in New York was 
appearing as an expert witness in a case in 
which the opposing side proposed to advance 
the testimony of an “expert accountant” 
who claimed to be a C. P. A. under the laws 
of the State of Maryland. This member of 
the American Society wrote our office, mak­
ing inquiry regarding this man. Our rec­
ords indicated that Maryland had never is­
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sued a C. P. A. certificate to a person of this 
name. We promptly got in touch with the 
Maryland Board, by wire, and within a few 
hours had definite, positive and official in­
formation as to the falsity of this so-called 
“C. P. A.'s” claim in New York.
We are always glad to perform this type 
of service for our members and others. Some 
certified public accountants are so prone to 
accept and give full faith and credit to state­
ments made by “roaming bookkeepers” to 
the effect that they are certified in some 
state. Frequently the time is not taken to 
make an investigation as to such claims and 
the violator is led to believe that he can get 
by with such claims.
COMMERCE CLEARING HOUSE BOARD 
OF TAX APPEALS AND FEDERAL 
COURT SERVICE
The latest addition to Commerce Clearing 
House Tax Services is the Board of Tax Ap­
peals and Federal Court Service. This Serv­
ice is by far the most comprehensive report­
ing service that has yet been established. 
All proceedings before the Board of Tax Ap­
peals and Federal tax cases in the Federal 
District courts, Circuit Courts of Appeal, 
Court of Claims, and Supreme Court are 
thoroughly recorded.
This Service is in the form of loose leaf 
ring binders that allow for unlimited addi­
tions and replacements. There is a report 
every week in which all material is brought 
down to date and special items of general 
interest to subscribers are emphasized.
A review of the contents will bring out the 
extent of the task that Commerce Clearing 
House is accomplishing through the medium 
of this Service. The sections of the statute 
creating the Board of Tax Appeals and giv­
ing it jurisdiction are reprinted. The per­
sonnel of the Board and its history, organi­
zation and purposes are given; also the rules 
of practice with the various forms in use. 
The complete docket of all cases filed, with 
the names of attorneys, is given and there
is a Calendar showing when cases are set 
for hearing. All postponements and changes 
in the Calendar are shown from week to 
week. All petitions filed are carefully and 
fully digested, as are the answers filed by the 
government. Motions and orders are re­
corded and the developments in each case 
can be readily determined. Decisions are re­
printed in full as soon as they are promul­
gated. Individual tab guides seperate each 
division.
In the section of the Service devoted to 
Federal court cases there are separate divi­
sions for the Supreme Court, the Court of 
Claims, the Circuit Courts of Appeal and 
District Courts. In each there is a docket 
of all pending cases with the names of at­
torneys. Issues of law and fact are given, 
and all pleadings, motions, and orders. De­
cisions are reprinted in full as soon as they 
are available.
The section devoted to Current Bulletins 
and News Items is of interest to all prac­
titioners. Briefs on questions of interest are 
reprinted and pertinent events in the tax 
world are chronicled.
There are many valuable tables and find­
ing lists. For example, there is a finding list 
that groups all cases under the appropriate 
section of the Revenue Act involved. There 
is a general index by means of which the 
cases and information on any point can be 
coordinated.
While this Service has been in existence 
scarcely more than two months it comprises 
nearly one thousand pages and each week 
adds an additional seventy-five pages or more. 
It is a great forward step in the realm of 
tax services. Certified Public Accountants 
are fully as interested in pending proceed­
ings as in decided cases and the Board of Tax 
Appeals and Federal Court Service ade­
quately supplies this very real necessity.
This service is now on file in our office for 
the use of all Certified Public Accountants, 
through the courtesy of Commerce Clearing 
House.
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THE PROBLEM OF DISTRIBUTION
Perhaps the most noteworthy address 
which the Secretary of Commerce, Herbert 
Hoover, has ever made was delivered on 
January 11th before the National Distribu­
tion Conference, United States Chamber of 
Commerce, his subject being “The Problem 
of Distribution.” This entire address is of 
great interest not only to business men gen­
erally, but in particular to certified public 
accountants. In this short editorial it will 
be possible to quote therefrom only briefly: 
“The outstanding problem of our dis­
tribution system can be easily summarized 
in one question.
“Can we reduce the margin between our 
farmer and manufacturing producers on 
one side, and our consumers on the other?
“I am convinced that we can. I believe 
that it can be done without reduction of 
wages or legitimate profits. I believe that 
in doing so we can make the greatest con­
tribution to the improvement of the posi­
tion of our farmers and that we can make 
a contribution to lowered cost of living. I 
believe it can be done by voluntary cooper­
ation in industry and commerce without 
governmental regulation. It can be expe­
dited by an extension of the friendly as­
sistance of the government agencies in or­
ganization and information.
“These possibilities lie in the elimination 
of waste. I have hesitated to make so 
general a pronouncement until I felt that 
we could clearly demonstrate not only the 
existence of such great wastes but also 
demonstrate from actual experience the 
practicability of their elimination and the 
method of doing it.”
This problem is one in which certified 
public accountants should be of real assist­
ance in solving.
From time to time accountants, and par­
ticularly certified public accountants, reach 
the conclusion that they are the only com­
petent persons, the “chosen people,” when 
it comes to the solution of all questions per­
taining to the elimination of wastes, the re­
duction of costs and similar questions. Your 
editors are nevertheless convinced that while 
certified public accountants should take a 
larger part in the solution of general busi­
ness problems along lines that they are best 
qualified to, that these great questions will 
eventually be solved independent of the cer­
tified public accountants, if they stand aloof.
If the great economic questions could be 
solved independent of the certified public ac­
countants equally as well as with them, it 
would perhaps make very little difference 
whether they took an active part or not. 
However, this is not the case and we are very 
glad to note that certified public accountants 
are taking a larger part in all forms of civic 
and Chamber work than in the past. There 
is, however, more that should be done. May 
the members of the American Society be 
prompt to meet their full responsibilities.
FRANK WILBUR MAIN.
MEMBER SEEKS INFORMATION ON 
COST ACCOUNTS FOR COOPER­
ATIVE COMPANIES
January 17, 1925. 
American Society of C. P. A.’s,
Woodward Building,
Washington, D. C.
Dear Sirs: Will you be kind enough to fur­
nish me with the address of some Certified 
Accountant, or pass this letter to one, who 
has had some experience in connection with 
handling the accounts, and particularly the 
cost accounts, of co-operative companies?
I have as a client a co-operative, non-profit, 
capital stock company, organized under the 
laws of this State. During the course of my 
audit I have had the question of the proper 
distribution of overhead raised. To make 
my trouble clear I will endeavor to state it 
in problem form, and will appreciate any as­
sistance you may be able to give me.
As an example, we will say there is an 
undistributed overhead of $100,000.00. The 
cannery packs six grades of fruit and there
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are about eight varieties of fruit, ranging all 
the way from strawberries to squash and 
apples.
These grades of fruit are packed in vari­
ous sized cans and with various degrees of 
syrup. The fancy grades taking a much 
larger amount of syrup than the other grades, 
each grade taking a different quantity of the 
syrup. The fancy grades, of course, bring a 
larger return than the ones packed in water 
without any syrup content, for instance.
The management claim that the overhead 
should be so pro-rated that the high value, 
fancy packed fruit should carry a larger pro­
portion of the charges than the low grade, 
water packed lines.
My idea is to base the distribution on a 
percentage of the cost of each individual va­
riety and grade of fruit, using the percentage 
that the total undistributed overhead bears 
to the whole cost of the year's work. This 
is the method followed in at least one cannery 
that I know of. However, the management 
of my clients seems to think that this will 
not quite cover the matter, but they are un­
able to convince me, or even clearly show 
me any other method.
It has become of vital importance that this 
question be settled, as they have branched 
out this year, under their charter, and car­
ried on business with non-members in such 
a way that they have become liable to in­
come tax on that portion of their business, 
and in view of this liability I want to be 
absolutely sure of my ground.
I would like to get in touch with someone 
having experience along this line who would 
be willing to give a young and inexperienced 
amateur like me a little advice on this sub­
ject. Knowing that you are the recipient of 
many troubles like this, I am taking the lib­
erty of using up some of your leisure (?) mo­
ments with my trouble.
Please accept my heartfelt thanks for 
your kindness and courtesy and my appre­
ciation of your assistance.
Yours very truly,
A C. P. A. FROM THE NORTHWEST.
E d ito r’s Note— All le tte rs  w ill be forw arded.
SPEAKING OF PRACTICAL EDUCATION
A school up in Oregon has established a course 
in autom obile dodging.
T h a t’s w hat you call p ractical education. T h a t’s 
keeping learn ing  ab reast of the tim es. L atin  and 
trigonom etry  are all rig h t in  th e ir  way, bu t they 
w on’t save you from  a skidding tru ck — and w on’t  
be any good to you a f te r  it  has ru n  over you. B ut 
the school which teaches au to  dodging m arries 
learn ing  to longevity. Its  g raduates should no t 
only have m uch m ore chance th a n  o ther g radua tes  
to serve th e  w orld th rough  th e ir  fu ll te rm s of use­
fulness, bu t should receive m ateria l reba tes on 
th e ir  accident and life insurance policies.
I t  is good for any one to  know th a t nowadays 
the open road is no place in  which to do one’s 
dream ing. One is fa r too likely to drop in to  th e  
sleep which knows no waking.
Besides, educating  pedestrians to  dodge seem s to  
be the only hope left. F or all a ttem p ts to educate 
drivers to  respect hum an life appear to have failed 
m iserably.— Los Angeles Times.
MANY FAIL TO QUALIFY IN 
ACCOUNTANTS’ TEST
153 Out of 509 Taking Examination Pass—California 
Leads With 40, Indiana Second.
New York, January  3.—-Less than  one-third of th e  
candidates who tried the examination November 13 
and 14 for certified public accountant registration , 
conducted in 29 States and the Territory of Hawaii, 
succeeded in passing, according to the American 
Institu te of Accountants, which prepared the exami­
nation. There were 509 candidates, of whom 153 
passed, 122 w ere conditioned, and 233 failed. The 
S tate  Boards of Accountancy cooperate with the  
In s titu te  in  conducting the exam ination. P apers a re  
ra ted  both by the  In s titu te ’s Board of Exam iners 
and by the S tate  boards.
California was first w ith 40 successful candidates, 
and Indiana was second with 24.
— T h e  E v e n in g  S ta r ,  W a s h in g to n ,  D. C., J a n .  4, 1925.
Fate
Whatever else may happen,
Now that the country’s dry,
The sailor will have his port,
The farmer have his rye,
The cotton still has got its gin,
The seacoast has its bar,
And each of us will have a bier,
No matter who we are.
— T y p o g r a p h ic .
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Responsibilities o f Accountants in 
T a x  Cases
Extract from a Talk Made by CHARLES D. HAMEL, Chairman, United States Board of 
Tax Appeals, to the Philadelphia Chapter of the Penn. Institute of 
Certified Public Accountants, December 16, 1924.
T HE first task which the Board undertook 
after its organization was the prepara­
tion of Rules of Practice. The first step in 
that direction, however, was to promulgate 
rules with reference to the initiation of ap­
peals before the Board, and relating to ad­
mission to practice. It adopted these two 
rules and promulgated them within a few 
days after its organization in order that tax­
payers might be in a position at the earliest 
possible moment to initiate proceedings be­
fore the Board.
The Board of Tax Appeals in its rule re­
lating to admission to practice for the first 
time on behalf of the Federal Government 
recognized the calling of accountancy as a 
profession. Its rule provides that attorneys- 
at-law who are admitted to practice before 
the Supreme Court of the United States or 
the highest court of any State or Territory 
or the District of Columbia, and certified 
public accountants duly qualified under the 
law of any State or Territory or the District 
of Columbia, may be admitted to practice.
This recognition by the Board placed upon 
the certified public accountant additional du­
ties and responsibilities. He is in effect now, 
when admitted to practice, an officer of the 
Board, and bears the same relationship to 
the Board that an attorney-at-law does to 
the court before which he is practicing. In­
deed, the accountant occupies a peculiarly 
delicate position as a member of the bar of 
the Board by reason of the fact that he is 
primarily an independent finder of conclu­
sions of fact. It is manifest that the Board 
must rely to a very considerable extent upon 
the sworn statements of accountants with 
respect to the conclusions which the books 
of account of taxpayers show. So long as
accountants are officers of the Board by 
virtue of their admission to practice, their 
unsworn statements and representations 
should be acceptable to and accepted by the 
Board as readily as their sworn testimony. 
It is obvious that unless they do attach great 
significance to their representations, such a 
course on the part of the Board is impossible. 
For these reasons accountants should pre- 
pare and examine with the utmost care cer­
tificates which they attach to an audit. The 
Board has already found a few cases where 
the certificate attached to an audit was un­
true. In the cases which have come to the 
attention of the Board it may be that a 
breach of professional ethics was not in­
volved, but merely that unintentional omis­
sions of necessary qualifications as to the 
scope of the audits were made in the cer­
tificates.
It is highly important in view of the new 
and additional responsibility which has been 
placed upon certified public accountants that 
there be a full realization of the relationship 
which they now bear to the Board. Account­
ants should realize that they are now officers 
of the Board; that the Board must have im­
plicit confidence in the integrity and accuracy 
of their statements. Reliance must be placed 
on conclusions which are drawn from an 
audit and which appear in the certificate. 
The Board hopes that the recognition which 
the profession has been given will serve to 
accentuate the desire of the profession to 
make more effective the canons of profes­
sional ethics which are now in force, or which 
may be adopted in the future. It may be 
that serious consideration should be given 
toward revising the code of ethics now in 
force in an effort toward making the stand­
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ards higher. Indeed, I am advised there is 
a movement in this direction and that special 
committees are now working to this end.
Too much stress cannot be placed on the 
character of the relationship assumed when 
one is admitted to practice before the Board. 
If there is not now a full realization of what 
this relationship means a great service will 
be performed to the profession and the public 
generally by the members of the profession 
who will devote their talents and energies 
toward bringing about a keener appreciation 
of and a stricter compliance with the canons 
of ethics.
The Board hopes that the various organi­
zations and State examining boards will co­
operate with it to the fullest extent to keep 
its bar clean and to keep the standard as 
high as possible. It is of utmost importance, 
not only to the Board but to the profession, 
that a high standard be attained and main­
tained. _______________
PERSONALS
A conference of the National Association 
of Purchasing Agents was called by the De­
partment of Commerce to meet on Wednes­
day, January 14, 1925, at 10.00 a. m., to 
consider the adoption of standard Inquiry, 
Purchase Orders and Invoice Forms. Frank
E. Webner, C. P. A., Detroit, Mich., repre­
sented the American Society of Mechanical 
Engineers at this meeting.
Frank G. DuBois, C. P. A., Newark, N. J., 
attended a dinner given by the Accountancy 
Class of the Knights of Columbus on the 
evening of January 21 at the Berwick Hotel, 
Newark, N. J. Mr. DuBois gave the stu­
dents a brief history of the American ac­
countancy profession, from pre-C. P. A. days 
to the present time, calling attention to the 
formation of the New York State Society 
and the New Jersey State Society, the Amer­
ican Association, stating how it was taken 
over by and became the American Institute, 
and then giving the history of the formation 
of the American Society of Certified Public 
Accountants.
Mr. George P. Auld, of Haskins & Sells, 
addressed the Chicago Council on Foreign 
Relations on December 6, 1924, on “Starting 
the Dawes Plan.”
C. P. A.'S AUDIT INAUGURAL ACCOUNTS
The auditing section of the Committee on 
Arrangements for the inauguration of Presi­
dent Coolidge and Vice-President Dawes has 
been appointed, with the following members:
Chairman, Wm. Clabaugh, Secretary of the 
Board of Accountancy for the District of Co­
lumbia; Vice-Chairman, Charles Vaughan 
Darby; Secretary-Treasurer, Edward M. 
Tyler; Moore C. McIntosh; S. Frank Levy 
and Raymond M. Florance, all of whom are 
certified public accountants of the District of 
Columbia and members of the American So-  
ciety of Certified Public Accountants.
AMERICAN SOCIETY WILL GO TO 
RICHMOND IN SEPTEMBER
The Board of Directors of the American 
Society, in session in Washington, December 
2, 1924, decided unanimously to accept the 
invitation to hold the annual meeting of the 
society in Richmond, Virginia.
This meeting will be held on Thursday and 
Friday, September 10 and 11, 1925. The 
present Board of Directors will hold their 
last meeting in Richmond on September 9, 
1925, and the newly elected Board of Di­
rectors, taking office for the fiscal year be­
ginning September 1, 1925, will hold their 
first meeting in Richmond on Saturday, Sep­
tember 12, 1925.
The officers and directors of the American 
Society confidently expect this meeting to be 
the largest ever held by certified public ac­
countants in the United States. The present 
membership of the American Society is ap­
proaching the 1700 mark and it is confidently 
expected that our membership will have 
reached 2500 on September 1, 1925.
F riend : One who lends bu t does not borrow .—  
F lo rida A lligator.
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Announcements and Changes o f Address
George P. Ellis, C. P. A., and Paul W. Pink­
erton, C. P. A., announce the consolidation 
of their practices under the firm name of 
Ellis, Pinkerton and Company, Certified Pub­
lic Accountants, with offices at 30 North La 
Salle Street, Chicago, Illinois, and 490 Broad­
way, Milwaukee, Wisconsin.
C. H. Reimerth and Company, Certified 
Public Accountants, 400-401 O-S Building, 
Casper, Wyoming, announce the opening of 
offices in the Citizens’ National Bank Build­
ing, Cheyenne, Wyoming, with W. D. Batch- 
ellor, C. P. A., Manager, and in the Whitney 
Trust Building, Sheridan, Wyoming, with W. 
S. Doane, Manager.
Alexander & Taylor, Certified Public Ac­
countants, Lamar Building, Augusta, Ga., an­
nounce the addition of a legal department un­
der the management of Mr. G. S. Alexander, 
who has recently passed the Georgia Bar 
Examination, to carry on a general practice 
in connection with the accountancy practice.
Wayne Kendrick, C. P. A., is now associ­
ated with Wm. Clabaugh & Co., Certified 
Public Accountants, 1319 F Street, N. W., 
Washington, D. C.
Black and Company, Certified Pubic Ac­
countants, 905 Garrett Building, Baltimore, 
Maryland, announce that Mr. Robert Wilmer 
Black, C. P. A., has been admitted to partner­
ship in the firm.
Kell, Seeger & Rivers, Certified Public Ac­
countants, announce the removal of their 
offices to 504-508 Hurt Building, Atlanta, 
Georgia.
Mr. E. Taylor Papson is now located with 
Wm. Clabaugh & Co., Certified Public Ac­
countants, 1319 F Street, N. W., Washing­
ton, D. C.
David A. Jayne, C. P. A., John P. Vaughan, 
C. P. A., and W. C. Shinnick, C. P. A., an­
nounce their association for the practice of 
accountancy under the firm name of David 
A. Jayne and Company, Certified Public Ac­
countants, with offices at 433-434-435 Ma­
sonic Building, Charleston, W. Va.
Gerharz, Roddy and Company, Certified 
Public Accountants, Securities Building, Bil­
lings, Montana, announce the opening of an 
office in the First National Bank Building, 
Sheridan, Wyoming.
Haskins & Sells and Deloitte, Plender, Grif­
fiths & Co. announce the formation of co­
partnerships in Canada, Cuba and Mexico, 
under the firm name of Deloitte, Plender, 
Haskins & Sells, Accountants and Auditors, 
with principal offices in Montreal, Havana 
and Mexico City. The new firms will be affil­
iated with Haskins & Sells and with Deloitte, 
Plender, Griffiths & Co. in the United States, 
Great Britain, Continental Europe, South 
America, South Africa and China.
The Lloyd-Thomas Company, Appraisal 
Engineers, announce the opening of a Wash­
ington office, 305 Munsey Building, and the 
retaining of Mr. Robert Ash as Washington 
counsel.
Frederick W. Morton and Oliver H. Mor­
ton, Certified Public Accountants, announce 
the formation of a partnership for the con­
tinuance of their public accounting practice, 
the firm name remaining as heretofore, Mor­
ton Audit Company, Accountants and Audi­
tors, 1301-5 Majestic Building, Detroit, Mich­
igan.
W. Fort-Jackson, C. P. A., and Harold L. 
Scott, announce the opening of offices at 522- 
523 White Building, Seattle, Washington, for 
the practice of accounting.
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L. L. Bland & Co., Certified Public Ac­
countants, 1049-50 Bank of Commerce, Mem­
phis, Tenn., announce that James O. Peavey, 
C. P. A., has been admitted as a member of 
the firm.
John N. Wolfe & Co., Certified Public Ac­
countants, announce that they are now lo­
cated in Suite 1101, Keenan Building, Pitts­
burgh, Pa., where they will continue their 
accounting practice.
Upleger & Falk, Certified Public Account­
ants, First State Bank Building, Waco, Texas, 
announce that J. R. Isleib, C. P. A., has been 
made manager of their Tyler office.
Jesse P. Strong, C. P. A., and Associates 
announce the opening of an office at 215 Kel­
logg Building, 1416 F Street N. W., Wash­
ington, D. C., under the firm name of J. P. 
Strong & Company.
Stuart A. Tomlinson, C. P. A., announces 
the opening of an office for the practice of 
public accounting at Room 208, 143 East 
Ohio Street, Indianapolis, Ind.
Fred Rust, C. P. A., formerly of Chicago, 
Ill., is now located care of Lybrand, Ross 
Bros. & Montgomery, Berlin NW. 7, Ger­
many, 50/51, Unter den Linden, Suite 92.
John Zimmerman, C. P. A., announces the 
removal of his office to 115 Broadway, New 
York City.
The Boston Office of F. R. Carnegie Steele, 
is now located in the First National Building, 
1 Federal Street, Boston, Mass.
David A. Allen, C. P. A., and Richard H. 
Mohler, C. P. A., announce the continuance of 
their public accounting practice under the 
firm name of Allen & Mohler, with offices at 
400 Union Trust Building, Pittsburgh, Pa., 
as heretofore.
Davis Weiss, C. P. A., announces the re­
moval of his office from 41 Union Square to 
45 John Street, New York City.
The Boston office of Patterson, Teele and 
Dennis is now located in the First National 
Building, No. 1 Federal Street, Boston, Mass.
Harold Dudley Greeley, a certified public 
accountant and attorney-at-law, of New York, 
located at 25 West 43d Street, New York 
City, announces that he is now specializing 
in the law of estates and trusts, with par­
ticular reference to resident and non-resident 
inheritance State and Federal Taxation. Mr. 
Greeley began the practice of law in New 
York in 1903, prior to obtaining his C. P. A. 
certificate from the New York Board of Re­
gents.
George H. Adams, certified public account­
ant and president last year of the North Car­
olina Association of Certified Public Account­
ants, has become manager for North and 
South Carolina for Peat, Marwick, Mitchell 
and Company, which has absorbed the George
H. Adams and Company, Charlotte, N. C.
The new arrangement will necessitate a 
larger staff than was with the former Adams 
organization.
Mr. Adams is a member of the North Car­
olina Board of Examiners and a charter mem­
ber of the American Society.
UNIFORM LEGISLATION
The conclusions reached at the Conference 
of State Board members and State Society 
officials at the Washington Conference on 
December 3, 1924, are shown in the new ac­
countancy bill drafted for presentation to the 
Michigan Legislature, now in session. This 
bill follows the results of that Conference 
with one exception. The Conference voted 
that all Boards of Accountancy should be 
composed of five members, whereas the new 
bill for Michigan provides for only three 
members. This bill is reprinted on page 85.
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State Board and State Society News
Colorado
The State Board of Accountancy of Colo­
rado announces the following successful can­
didates at the examination held in No­
vember :
Sidney B. Foote, Fort Collins, Col.
William B. Hatton, Pueblo, Col.
William B. Paul, Denver, Col.
Leroy R. Weekerly, Denver, Col.
Connecticut
Of the some 15 men who have passed the 
examination given by the Connecticut State 
Board of Accountancy since April 9, 1924, 
the date of the last annual meeting of the 
Connecticut Society of Certified Public Ac­
countants, 10 have applied for membership 
in that Society. This evidences the right 
spirit of cooperation with the State Society.
District of Columbia
The Commissioners of the District of Co­
lumbia have announced the appointment of 
R. G. Rankin, C. P. A., 30 Broad Street, New 
York City and Washington, D. C., to the 
Board of Accountancy of the District of Co­
lumbia. Mr. Rankin succeeds himself, as 
he was one of the first appointees under the 
Act.
The Board of Accountancy for the District 
of Columbia will hold an examination on the 
three days beginning on or about the 4th of 
May, 1925, for those desiring to obtain cer­
tificates to practice in the District of Co­
lumbia as Certified Public Accountants. The 
exact time and place of the examination 
will be more specifically announced later. 
Wm. Clabaugh, C. P. A., 1319 F Street N. 
W., Washington, D. C., is secretary of the 
Board.
Idaho
The Idaho Association of Certified Public 
Accountants has inaugurated a campaign of
cooperative publicity. “The Idaho Pioneer,” 
Bois, Idaho, for  December 19, 1924, carried 
an advertisement of this Association.
Illinois
The Illinois Society of Certified Public Ac­
countants has recently published a very 
complete directory of its officers, directors, 
advisory council and membership. An inter­
esting feature of the directory is the listing 
of firms practicing in the State of Illinois 
which are represented by membership in the 
Illinois Society. The membership list is 
alphabetically arranged and is keyed up with 
the firms listed. The booklet is directed to 
the bankers of Illinois.
Iowa
Henry N. Holdsworth, C. P. A., of Iowa 
City, Iowa, has been appointed by Governor 
Kendall to the State Board of Accountancy 
of Iowa for a term of three years beginning 
January 1, 1925.
Louisiana
The quarterly meeting of the Society of 
Louisiana Certified Public Accountants was 
held on February 12, 1925, at 8.00 p. m., in 
the Hibernia Bank Dining Room, New Or­
leans, La.
R. J. LeGardeur, C. P. A., spoke on the 
subject of “Sugar Accounting” and Mr. 
Arthur A. Moreno spoke on the subject of 
“The Attorney and the C. P. A.” Discus­
sion followed each of these talks.
The present officers of the Society are: 
President, Emile Bienvenu, C. P. A.; Vice 
President, C. Doiseau, C. P. A.; Secretary, 
George A. Treadwell, C. P. A.; Treasurer, 
Curtis Scott, C. P. A.
The Entertainment Committee is com-  
posed of Henry J. Miller, C. P. A., Chairman; 
Gordon M. Hill, C. P. A., and R. C. Lloyd,
C. P. A.
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 61
Massachusetts
The January meeting of the Massachusetts 
Society of Certified Public Accountants, Inc., 
was held on Tuesday, January 27, 1925, in 
the new Chamber of Commerce Building, at
7.00 o’clock.
The guest and speaker of the evening was 
Mr. Alexander Wall, of Lansdowne, Pa., Sec­
retary of the Robert Morris Associates, who 
spoke on “Accountants reports—how to make 
them more interesting and valuable—with 
special reference to the use of indexes, ratios, 
etc.” Mr. Wall’s talk was followed by a gen­
eral discussion led by Messrs. J. Chester 
Crandell, Charles F. Rittenhouse and J. Hugh 
Jackson.
Michigan
There were 46 persons who applied to take 
the Fall examination given by the Michigan 
State Board of Accountancy. Of these, 8 
were held over to a later date and 38 sat for 
the examination. Of this number 26 ap­
peared for the first examination, 7 for the 
second examination, 5 took only one subject 
and 2 took the entire examination; 2 ap­
peared for the third trial and 3 were holders 
of other certificates who took a one-day ex­
amination for the purpose of securing a 
Michigan certificate.
The average age of those who sat was 32 
years and 6 months. The average public ac­
counting experience was 5 years and 2 
months. Of the candidates 8 had completed 
merely the minimum of a high school edu­
cation, 6 had received their education abroad 
and 24 had received college or university 
training.
This class included the oldest person who 
had ever sat for a Michigan examination. He 
had passed his 60th birthday, but he stood 
10th in the average markings of the class.
Recent C. P. A. Certificates Issued December, 1924.
Robert Pierce, 1201 Dime Bank Building, 
Detroit, Mich.
Francis E. Ross, 212 N. Fifth Avenue, Ann 
Arbor, Mich.
Walter J. Vernier, 1214 Dime Bank Build­
ing, Detroit, Mich.
John P. Thomas, 1201 Dime Bank Build­
ing, Detroit, Mich.
Asa O. Gallup, 1310 Ford Building, De­
troit, Mich.
Albert M. Colegrove, 821 Lafayette Build­
ing, Detroit, Mich.
Harvey H. Berger, 1560 Penobscott Build­
ing, Detroit, Mich.
Earl G. Rutten, 1936 Dime Bank Building, 
Detroit, Mich.
Arnold J. Van Keppel, 509 Savings Bank 
Building, Grand Rapids, Mich.
Charles E. Pressland, 2196 Field Avenue, 
Detroit, Mich.
Keith Scott, 1936 Dime Bank Building, 
Detroit, Mich.
Leslie J. Resseguie, 228 General Motors 
Building, Detroit, Mich.
Russel I. Rose, 924 Book Building, Detroit, 
Mich.
Walter F. Zimmerman, 1804 First National 
Bank Building, Detroit, Mich.
John F. Dempsey, 1824 Dime Bank Build­
ing, Detroit, Mich.
Kins S. Collins, Ford Building, Detroit, 
Mich.
Ludvig C. Nielsen, 708 Post Building, 
Battle Creek, Mich.
Edward W. Smith, 534 Griswold Street, 
Detroit, Mich.
Mississippi.
The Mississippi Board recently issued a 
pamphlet containing the following Rules of 
Professional Conduct:
Section 8 recognizes the practice of ac­
countancy to be the practice of a profession. 
It empowers the State Board of Public Ac­
countancy to revoke certificates for unpro­
fessional conduct. The Mississippi State 
Board of Public Accountancy hereby adopts 
and declares the following to be the rules of 
professional conduct for holders of certifi­
cates as C. P. A.’s or Certified Public Ac­
countants under Mississippi law.
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Rules of Professional Conduct.
1. All holders of certificates as Certified 
Public Accountants in Mississippi are re­
quired to be of good moral character. Any 
holder of such certificate from this Board 
who shall be guilty of any continued or gross 
immorality shall be deemed as guilty of un­
professional conduct; any holder of such cer­
tificate issued by this Board who is a habitual 
drunkard or a common gambler shall be 
deemed as guilty of immoral and unprofes­
sional conduct.
2. The dignity and honor of the State of 
Mississippi is in the keeping of all holders 
of certificates as Certified Public Account­
ants. The holders of certificates issued by 
this Board who practice as such certified 
public accountants in other states or terri­
tories of the United States shall conform to 
the professional standards maintained or re­
quired by the Board of Accountancy in such 
state or territory. The holders of such cer­
tificates issued by this Board shall place 
themselves under the observation of the 
Board of such state or territory of their prac­
tice. Any failure so to place themselves un­
der observation of the Board of said state or 
territory of said practice or any failure to 
conform to the professional standards by 
them required shall be deemed as unprofes- 
sional conduct within the meaning of the Mis­
sissippi law.
3. No holder of a certificate issued by 
this Board shall prepare or certify any state­
ment containing an essential mis-statement 
of fact or omitting such fact as would result 
in a misrepresentation of the solvency, earn­
ing capacity, the relation of the assets and 
liabilities of any business or institution, or 
the relation of any individual, firm, or cor­
poration to said business, or make any state­
ment containing any such misstatement or 
omitting any such material fact. All cer­
tificates should recite the reservations of the 
accountant so certifying to the statement 
submitted.
4. No holder of a certificate issued by 
this Board shall prepare or certify to any
statement which has not been verified either 
by himself, a partner or regular employee on 
his staff.
5. No holder of a certificate issued by 
this Board shall have in association as a part­
ner or continue as a member of his staff of 
employees any one who is not regularly en­
gaged in the practice of public accountancy 
and whose practice is not in conformity with 
the standards of professional conduct other­
wise herein required. The continued employ­
ment of any employee guilty of violation of 
any of these rules of professional conduct 
shall be deemed as unprofessional conduct 
on the part of such employer.
6. No holder of a certificate as a certified 
public accountant issued under the authority 
of this Board shall accept employment from 
or continue in the employ of any public ac­
countant or firm of public accountants, 
whether domiciled in this state or in an­
other state, if said employer or employers 
fail or refuse to conform to any of the rules 
of professional conduct here set forth or 
hereafter to be adopted by this Board. Any 
continuance in. such employment after notice 
by this Board or complaint to this Board 
with due notice to such employee shall be 
deemed as unprofessional conduct.
7. No holder of a certificate issued by the 
authority of this Board shall allow any com­
mission, brokerage or participation in his 
fees to the laity; nor shall he receive any 
commission, brokerage or other participation 
in the profits accruing to any dealer, etc., on 
account of supplies, etc., bought by or for a 
client pursuant to a professional engagement 
except he account to such client for such 
commission, brokerage, etc.
8. No holder of a certificate issued by the 
authority of this Board shall engage in any 
business or occupation conjointly with his 
professional practice in such a manner as 
would be incompatible or inconsistent with 
such professional service.
9. No holder of a certificate issued by the 
authority of this Board shall accept any dou­
ble employment or employment that would
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conflict with the interests of any client. 
Should such holders of a certificate issued by 
the authority of this Board be offered pro­
fessional employment that would be incon­
sistent or incompatible with a prior employ­
ment he should immediately make known his 
contrary or incompatible employment and re­
fuse to accept such additional employment.
10. The secrets of any employer should be 
held inviolate. No holder of a certificate is­
sued by this Board shall divulge except under 
penalty of law and upon the demand of a 
court of competent jurisdiction, any fact or 
facts relating to the business of any client 
that may have been learned in the course of 
a professional relation to said client, except 
at the request of such client.
11. No holder of a certificate granted un­
der the authority of this Board shall solicit 
employment except at the request or sug­
gestion of some party interested in or con­
nected with the business of the prospective 
client. Such prohibition shall in no way limit 
the right to accept any employment directly 
or specifically offered.
12. No holder of a certificate granted un­
der the authority of this Board shall employ 
any agent, representative, or solicitor to ad­
vertise or make contracts for audits, sys­
tems, etc.
13. No holder of a certificate issued by the 
authority of this Board shall advertise in a 
manner detrimental to the dignity and other 
interests of the profession. This shall not 
prohibit the use of professional cards, in 
newspapers, directories, etc., nor shall it pro­
hibit the dissemination by letter or other­
wise of impersonal information. But the 
advertisement of personal attainments in a 
manner to solicit employment is hereby de­
clared unprofessional within the meaning of 
Section 7 of the Mississippi Accountancy law.
14. No holder of a certificate issued under 
the authority of this Board shall conduct 
himself so as to come under suspension or 
disbarment by the committee on Enrollment 
and Disbarment of the Treasury Department 
of the United States. Any holder of a cer­
tificate granted under authority of this 
Board who shall be suspended or disbarred 
by said Committee shall be deemed guilty of 
unprofessional conduct within the meaning 
of Section 7 of the Mississippi Accountancy 
Act.
15. No holder of a certificate issued under 
the authority of this Board shall become a 
member of any professional society or other 
organization that does not uphold and adhere 
to the standards o f  professional conduct 
herein recited or hereafter to be adopted.
16. The violation of any one of the fore­
going rules of professional conduct or any 
other rule hereafter adopted shall be deemed 
sufficient cause for the revocation of the cer­
tificate of a holder of such certificate under 
the authority of this Board. Any charge of 
violation will be heard according to the re- 
quirements of Section 7 of the Accountancy 
Act.
The duty of the Board is both to hear 
charges preferred by others and to investi­
gate and make charges at its own instance. 
The Board will conduct its own hearings but 
will permit any accused accountant to be rep­
resented by counsel.
Missouri
The State Board of Accountancy of Mis­
souri announces the following successful can­
didates at the examination held last No­
vember :
Lee J. Muren. Karl S. Earp.
Kenneth M. Watson P. H. Kerr.
Geo. L. Horst. Valdine Baker.
James B. Burgee.  E. C. Boye.
L. A. Gamer. S. L. Stebbins.
Theo. A. Wibbenmeyer.
The Kansas City Chapter of the Missouri 
Society of Certified Public Accountants meets 
each Monday at an informal luncheon at the 
Mid-Day Club in Kansas City. Visiting ac­
countants from other states are always wel­
come at these informal gatherings. No at­
tempt is made to transact business of a for­
mal nature at these meetings, although there
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is usually a great deal of friendly discussion 
of problems affecting accountancy as a whole 
and the interests of local accountants in par­
ticular. ______
Nebraska
John M. Gilchrist, C. P. A., has been elected 
chairman and H. C. Moeller, C. P. A., secre- 
tary-treasurer of the State Board of Exam­
iners for Certified Public Accountants of Ne­
braska. George Marsh, State Auditor, is the 
third member of the Board.
Pennsylvania
The Pennsylvania Institute of Certified 
Public Accountants held a meeting on D e­
cember 16, 1924, in Philadelphia. This was 
one of the regular educational sessions to 
which members may bring invited guests and 
there was quite a large number of members 
and guests. The Honorable Charles D. Ha­
mel, Chairman of the United States Board 
o f  Tax Appeals, was the guest of honor on 
this occasion and made an interesting and 
instructive talk on the “Responsibility of 
Accountants in Tax Cases.” A digest of 
Mr. Hamel’s talk is published elsewhere in 
this issue.
Rhode Island
Earl S. Clark, C. P. A., Providence, R. I., 
has been appointed by Governor Pothier as 
a member of the State Board of Accountancy 
for the term ending January 31, 1928. Other 
members of the Board are Geo. E. Comery,
C. P. A., and Lewis G. Fisher, C. P. A., both
of Providence. ---------
Tennessee
The Public Accountants of Tennessee have 
formed a state organization which is to be 
known as the Tennessee Institute of Ac­
countants. Taylor E. Cress, C. P. A., of 
Memphis, is president, and Garner A. Wat­
son, also of Memphis, is secretary-treasurer. 
The membership so far is about 25. Mem­
bers of the Board of Directors are Robert 
Wilson, Memphis, T. A. Andrews, C. P. A., 
Nashville, and Leonard Baker, of Chatta- 
nooga.
VISITORS IN WASHINGTON DURING 
MONTH OF JANUARY
A. Lee Rawlings, Norfolk, Va.
S. A. Blustein, Charleston, W. Va.
A. C. Clarkson, Columbia, S. C.
Elisha F. Nunan, Boston, Mass.
Thomas F. O’Brien, Melrose, Mass. 
Owen H. Gawthrop, Baltimore, Md. 
Edward S. Elliott, Memphis, Tenn.
John C. McNeil, Louisville, Ky.
L. B. Baker, New Haven, Conn.
Frank Wilbur Main, Pittsburgh, Pa.
U. S. Greene, Binghamton, N. Y.
Frank E. Webner, Detroit, Mich.
H. L. Chambers, South Bend, Ind.
A. Henry Baum, New York City.
Charles N. Goodno, Raleigh, N. C.
F. D. Lehn, New York City.
Jacob Kromberg, New York City.
J. F. W. Heinbokel, Scranton, Pa.
J. M. Culbreth, Richmond, Va.
W. M. Madden, South Bend, Ind.
Harry Pearlberg, New York City. 
Harold Dudley, Greeley, New York City. 
Carl Harmon Depue, Cincinnati, Ohio.
J. S. M. Goodloe, New York City.
Paul Hutchinson, Charlotte, N. C.
Philip L. Billings, Des Moines, Iowa. 
Harry Harper, Minneapolis, Minn.
W. L. Elkins, Richmond, Va.
James J. Fox, Boston, Mass.
William Edward Hayes, Boston, Mass.
A. B. Sanders, Wichita, Kans.
F. P. Rivers, Atlanta, Ga.
IN MEMORIAM
John G. C. Rothfus, C. P. A. (Pennsyl­
vania, August 5 ,  1917; Michigan, 1921), Book 
Building, Detroit, Mich., died on January
17, 1925.
Herbert Dawson, C. P. A. (Ind. No. 251, 
December 10, 1917), 1200 Tower Building, 
Chicago, Ill., died on December 14, 1924.
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C. P. A. Examination Questions
WISCONSIN
N ovem ber 5, 6  a n d  7, 1924
Theory of Accounts
(T im e a llow ance 4 h o u rs .)
Q u estio n  1. (W e ig h t 8 p o in ts .)
(A)  If  you w ere  ca lled  in  by  a  co m m ittee  of 
b ro k e rs  to  in v e s tig a te  an d  re p o r t  on th e  ad v is­
a b ility  of a cq u ir in g  an  o p e ra tin g  p la n t, w h a t w ould  
you in c lu d e  in  y ou r re p o r t  in  a d d itio n  to  th e  u su a l 
E x h ib its  an d  S chedules?
(B ) A ssum ing  you w ere  in  com p le te  ch a rg e  an d  
ac tio n  w ill be ta k e n  b ased  e n tire ly  up o n  y o u r d e ­
cision , w h a t specia l p o in ts  w ou ld  you  in v es tig a te , 
an d  w h a t counsel w ould  you ca ll in  to  su p p lem en t 
y o u r ow n w ork  a n d  op in ion?
Q u estio n  2 . (W e ig h t 10 p o in ts .)
A m a n u fa c tu r in g  e n te rp r is e  h a s  com pleted  its  
f irs t y e a r  of o p e ra tio n . T h e ir  b a lan ce  sh e e t show s 
a  su rp lu s . Y ou a re  a sk ed  to  m ak e  a  re p o r t  to  th e  
d ire c to rs  em body ing  reco m m en d a tio n s  a s  to  th e  
u se  of th is  su rp lu s .
(N ote—C arried  to n e x t colum n.)
W h a t to ta l  figu re  w ou ld  you adv ise  th e m  to  u se  
fo r  (1 ) ta x  re p o r ts , (2 ) a n n u a l r e p o r t  to  s to ck ­
h o ld e rs .
(B ) 1. W h a t ty p e  of b u s in e ss  could  n ev e r show  
Good W ill?
2. W h a t is  v a lu e?
3. W h a t is  cost?
Q u estio n  5 . (W e ig h t 12 p o in ts .)
T he W e s te rn  C an n in g  C om pany p u rc h a se s  g reen
(A ) N am e five so u rces fro m  w hich  th e  su rp lu s  
m ay have  a risen .
(B ) A ssum e th a t  th e  su rp lu s  a ro se  fro m  an y  
tw o of th e se  sources. O u tline  b riefly  th e  recom ­
m en d a tio n s  you w ould  m ake, su p p o r tin g  th em  
w ith  y o u r reaso n s.
Q u estio n  3 . (W e ig h t 10 p o in ts .)
T he B row n M ach inery  C om pany m a n u fa c tu re s  
m ach ine  too ls an d  is a b o u t to  beg in  a n  a d v e rtis in g  
an d  se lling  cam p a ig n  fo r in c reased  b usiness . T he 
P re s id e n t o f th e  C om pany re q u e s ts  you to  in v e s ti­
g a te  th e i r  b usiness  an d  adv ise  as to  th e  in s ta l la ­
tio n  of a  b u d g e t system .
(a )  S ta te  specifically  th e  p ro ced u re  invo lved  in  
th e  in s ta l la t io n  an d  o p e ra tio n  of a  b u d g e t system .
(b ) H ow  w ould  a  b u d g e t a id  in  th e  m an ag e­
m en t of th e  bu sin ess?
Q u estio n  4 . (W e ig h t 10 p o in ts .)
(A ) You a re  ca lled  in  by th e  X. Y. Z. C lo th ing  
C om pany to  adv ise  th em  on  th e  ca lc u la tio n  o f th e i r  
in v e n to ry  fo r th e  ca le n d a r  y ea r 1923. T hey  have  
a lw ays fo llow ed  th e  policy  of “ C ost o r M ark e t 
W h ich ev er is  th e  L o w er.” You a lso  le a rn  th a t  
th e  in v e n to ry  w ill be u sed  fo r  th e  ta x  r e tu r n  as 
w ell as fo r th e  a n n u a l re p o r t  to  s to ck h o ld e rs .
T o ta l T o ta l
C ost M ark e t C ost M ark e t
$60.00 $55.00 $780.00 $815.00
40.00 37.50 480.00 450.00
30.00 30.00 510.00 510.00
20.00 22 . 00 140.00 154.00
75.00 80.00 1,800.00 1 ,920.00
40.00 45.00 200 . 00 225.00
30.00 25.00 300.00 250.00
20 . 00 17.50 120.00 105.00
15.00 12.50 135.00 112.50
10.00 11.00 180.00 198.00
4 ,645 .00  4 ,639 .50
p ro d u ce  fro m  th e  g ro w er a t  5 cen ts  p e r p o u n d  w ith  
th e  a g re e m e n t th a t  if  th e  n e t p ro fits  exceed 7 p e r 
c en t on th e  c a p ita l s to ck  issu ed  a n d  o u ts ta n d in g , 
th e n  o n e-h a lf o f th e  n e t p ro fits  in  excess of th is  
a m o u n t w ill be d iv ided  be tw een  th e  g ro w ers  in  
p ro p o r tio n  to  th e  n u m b e r o f p ounds p u rch ased  by  
th e  com pany  so th a t  ex ac tly  o n e -h a lf  o f a ll  n et 
p ro fits  over 7 p e r  c en t on  c a p ita l s to ck  w ill have 
b een  p a id  to  g ro w ers . A t th e  end  o f th e  y e a r, th e  
fo llow ing  su m m arized  s ta te m e n t is  p re p a re d  (be­
fo re  g iv in g  effect to  th is  c a lc u la t io n ) :
Q uan ­
tity
13
12
17 
7
24
5 
10
6 
9
18
A rtic le
S u its  G rade  A ..........
S u its  G rade  B ..........
S u its  G rade  C ..........
S u its  G rade  D ..........
O ver C oats G rade  1 
O ver C oats G rade  2 
O ver C oats G rade  3 
Top C oats G rade  X . 
Top C oats G rade  Y  
Top C oats G rade  Z .
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Sales ............................................................ $1,000,000
Old Inventory (Finished
G oods)..................................  $118,000
M anufacturing Expense.......  300,000
Purchases ...............................  500,000
918,000
New Inventory (Finished
Goods).................................. 240,000
Gross P rofit...................
Selling and Administrative 
Expense................................
Net P ro fit........................
Capital Stock— $100,000.
Number of Cases Produced— 500,000.
Number of Cases Sold—  450,000.
All  of inventory January 1, 100,000 cases, sold 
during year (included in Gases Sold).
(A) Calculate the amount th a t must be paid to 
growers to satisfy the contract.
(B) How would you advise the company to re­
state the contract?
Question 6. (W eight 15 points.)
The General Machine Company and the Hamil­
ton  Machine Company are engaged in related lines 
of business. The former company has suffered a 
fire loss and its financial embarrassment has re­
sulted in a receiver being appointed. The failure 
of this company has affected the financial position 
of the Hamilton Machine Company which is a 
creditor of the General Machine Company so it is 
declared bankrupt. The General Machine Com­
pany owes the Hamilton Machine Company $25,-
000.00 for capital stock issued to the General Ma­
chine Company. This stock was subsequently sold 
by the General Machine Company. The Hamilton 
Machine Company owes the General Machine Com­
pany $25,000.00 for merchandise bought during 
September and October, 1924.
Accepting the following balance sheets as cor­
rect, calculate the percentage of claim each com­
pany can pay.
General Machine Company 
Balance Sheet— November 1, 1924
Assets
Cash .............. ..............................................  $1,200.00
Accounts R e c e iv a b le ... ..........................  55,000.00
P lant ............................................................ 250,000.00
Deficit .........................................................  125,000.60
431,200.00
Liabilities
Notes Payable............................................  75,000.00
Accounts Payable......................................  256,200.00
Capital Stock..............................................  100,000.00
431,200.00
Hamilton Machine Company 
Balance Sheet— November 1, 1924
Assets
Accounts Receivable................................. $75,000.00
Buildings ....................................................  20,000.00
Machinery .................................................  55,000.00
Deficit .........................................................  175,000.00
325,000.00
Liabilities
Accounts Payable......................................  175,000.00
Capital Stock. ............................................  150,000.00
325,000.00
The above statem ents show realizable value of 
all assets except the accounts between the two com­
panies.
Question 7. (W eight 10 points.)
(A) W hat is the purpose of a consolidated Bal­
ance Sheet?
(B) How would you show the minority interest 
in inter-company profits on a consolidated Balance 
Sheet? Give reasons.
(C) B Company constructed special machinery 
for the A Company and made a profit of $5 0,000. 
This contract was completed June 30, 1923. On 
November 1, 1923, the A Company acquires 75 
per cent of the stock in the B Company a t $125 
(book value). W hat adjustm ent is necessary? 
Give reasons for your decision.
(D) The B Company owned stock in the A Com­
pany prior to November 1, 1923. This stock was 
carried at cost $120 per share (par $100), and 
book value when acquired was $110. A dividend 
of 15 per cent has ben declared and paid prior to 
acquisition of the controlling interest by A Com­
pany. W hat adjustm ent is necessary?
Question 8. (W eight 10 points.)
The San Juan Power Company has been in op­
eration for twelve years. The original plant is 
still in operation without additions or changes. 
This plant has an estimated life of twenty-five 
years and its present condition indicates tha t the 
estimate is reasonably accurate.
The Company has been having trouble with a 
State Public Utility Commission as it has been 
using the annuity method of computing deprecia­
tion instead of the sinking fund method as re­
quired by the regulations.
The City of X is considering the purchase of 
the plant but no agreement has been reached as to 
the value of the plant as the city officials wish to 
compute depreciation on a straight line method.
Submit reports as:
(a) Counsel for State Commission, giving argu­
ments in favor of method required by regulations 
as compared to Company’s method.
(b) Counsel for City re purchase giving argu­
ments in favor of straight line methods in arriving 
at purchase price, in preference to others.
678,000
322,000
215,000
107,000
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Question 9. (Weight 10 points.)
The X  Building Company was organized with an 
authorized capital stock of $250,000, of this 
amount $150,000 par value was sold at 90. The 
company constructed an office building at a con­
tract cost price of $300,000, upon which they 
placed a mortgage of $150,000 and a bond issue 
of $40,000. The mortgage netted the company 
$145,500 while the bonds were sold for 85. The 
mortgage runs for 10 years at 5 per cent interest. 
The bonds have a life of 5 years with 6 per cent 
interest. The construction of the building covered 
a period of 18 months, ending June 30, 1923. The 
net operating profits for the next 6 months 
amounted to $950 after figuring deprication at 2 
per cent on total value.
The Building Company sold and transferred 
title to the property on December 31, 1923, for a 
total consideration of $375,000. The purchaser 
assumes both the mortgage and bond issue and 
pays $185,000 in cash. A  commission of $10,000 
was paid to a real estate broker. Calculate and 
show the net profit for 1923, also the profit on 
the sale.
Question 10. (Weight 5 points.)
The Calument Manufacturing Company acquired 
a piece of real estate for the purpose of building 
a plant. The cost of this property was $40,000, 
and 75 per cent was used for the above purpose. 
The balance was leased to the Hill Foundry for 
a term of 99 years, beginning January 1, 1923,
for an annual rental of $2,000 per year. The Hill 
Foundry pay a premium of $109,000 for the lease 
which contains a clause giving them the privilege 
of canceling the lease at the end of 50 years.
The Calument Manufacturing Company declares 
and pays a dividend of $12,000 on December 31, 
1923. This company suffered an operating loss of 
$3,000 during the year.
(A ) How would the accounts affected by these 
facts appear upon the balance sheet December 31, 
1923? Reasons for your statements are important.
(B ) What advice would you give the Calumet 
Manufacturing Company? Show your understand­
ing of the points involved and support your advice 
by figures and reasons.
November 5, 6 and 7, 1924
Accounting Problems
(Time allowance 4 hours.)
Problem 1. (Weight 30 points.)
The Wisconsin Canning Company was organized 
January 7, 1922. The directors believe that pre- 
vous financial statements were erroneous and en­
gage you to make an audit for the years 1922 and 
1923. The Trial Balances taken from the books 
as of December 31, 1922 and 1923, are as follows:
1922
Cash on Hand. ........................................................  $24.00
Cash in Bank........................................................... 6,315.88
Accounts Receivable................................................ 48,562.77
Notes Receivable..................................................... 20.000.00
Inventory .................................................................
Plant .......................................................................  106,725.51
Real Estate...............................................................
Accounts Payable.....................................................
Notes Payable..........................................................
Mortgage .................................................................
Capital Stock...........................................................
Surplus ........................................................ .........
S a le s ........................................................................
Purchases ................................................................ 313,810.31
Direct Labor............................................................. 21,912.24
Indirect Labor........ .................................................  3,003.02
Factory Expenses.....................................................  10,307.47
In te res t.................................................................... 624.00
Selling Expenses................................................. 18,876.87
General Adm. Expenses....................................... . 11,040.59
Dividend (unpaid).................................................
General Expenses....................... ................ ............ 3,952.25
Federal Income Tax.................................................
Bad Debts..................................... ..........................
Taxes ......................................................................
Repairs ...................................................................  7,358.63
Investments .............................................. 37,163.71
$25,747.10
41,500.00
14,000.00
75,000.00
453,430.15
1923
$24.00
7,617.76
27,647.49
5,830.00
5,763.17
127,350.13
1 0 ,0 0 0 . 0 0
352,123.18
30,068.88
5,449.00 
10,289.53
3,200.00 
9,937.85 
7,818.63
25,000.00
20,417.91
975.00
4,065.00
2,023.01
$32,880.27
16,000.00
14,000.00
75,000.00 
76,007.94
426,712.33
15,000.00
609,677.25 609,677.25 655,600.54 655,600.54
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The P lant account contains the following kinds 
of property:
Electrical Equipm ent.................................. $9,995.93
Process Equipm ent.....................................  56,224.67
You find th a t the land cost the company $5,000, 
while the cost of the buildings was $35,504.91.
Canned goods valued at $1,500 were purchased 
in December, 1922, and included in the inventory, 
but were not entered in the Purchases account 
until the next year.
Accrued interest was not recorded on Notes 
Receivable for $400 nor on Notes Payable and 
Mortgage for $1,800.
I t is deemed advisable to set up a reserve for 
bad debts of 2 per cent on Accounts Receivable.
The Repair account shows th a t a new motor was 
purchased for $1,500 which was charged to ex­
pense.
Sales on account already shipped amounting to 
$5,304 were not entered on the books until Jan­
uary 13, 1923.
Taxes for 1922, paid during 1923, were $2,030.
Inventory December 31, 1923, $11,651.35.
At December 31, 1923:
Analysis of the P lant account shows th a t the 
value of buildings has been arbitrarily  appreciated 
$7,700, also tha t Process Equipment which cost 
$12,000 was sold for $7,000. This la tter amount 
was credited to the P lant account and no entry 
made for the disposal of the machine. Additional 
Process Equipment was purchased for $24,924.62. 
Real Estate formerly carried in the P lant account 
is now carried separately.
Material for an addition to the buildings, 
amounting to $3,500 has been charged to P u r­
chases. The Labor account shows a charge of $750 
for labor on this addition.
Sales to the amount of $1,500 have been en­
tered on the books, these goods were on hand at 
December 31, 1923, and included in  the inventory.
Purchases for $500 have been received and 
taken in the inventory, but were not entered on 
the books until the next year.
Accrued in terest was not recorded for $50 due 
to the company and $2,100 payable on borrowed 
funds'.
The reserve for bad debts is to be increased to
4 per cent of Accounts Receivable.
Accrued taxes am ounting to $2,065 were not 
entered.
A 20 per cent dividend was declared and par­
tially paid.
The amount of Federal Income Tax is to be 
accepted as correct.
Your examination shows that a fair rates of 
depreciation is 10 per cent electrical equipment, 
15 per cent process equipment, and 3 per cent
buildings. Calculate depreciation on the correct 
balance on December 31, of each year.
You are t o prepare the following:
1. W orking sheets, in accordance with good ac­
counting practice.
2. Final adjusting entry.
3. Comparative balance sheets.
4. Comparative profit and loss statem ents.
5. Analysis of surplus.
6. Reconciliation of surplus.
7. Statement showing the analysis of increase 
in working capital.
Problem 2. (W eight 20 points.)
From the following information, prepare a Bal­
ance Sheet as of December 31, 1923, and a Profit 
and Loss Statement for the year ended December 
31, 1923, of the Oxford Corporation, which com­
menced business on January 1, 1923:
Profit and Loss Statem ent
1. Sales for the year are equivalent to the 
paid-up Capital Stock.
2. Materials used in M anufacture are 75 per 
cent of Materials purchased.
3. The m anufacturing expenses for the year 
are distributed thus:
a. 50 per cent to Materials.
b. 25 per cent to Productive Labor.
c. 25 per cent to Other M anufacturing Ex­
penses, which included 5 per cent de­
preciation on P lant and Machinery, 
amounting to $3,000.
4. Inventory of Finished Goods a t December 31, 
1923, is 20 per cent of the Goods delivered to the 
Warehouse.
5. Inventory of Goods in Process, December 31, 
1923, is equivalent to 50 per cent of the Goods 
delivered to the Warehouse.
6. Selling and Administration Expenses, exclu­
sive of Bad Debts, amount to 30 per cent of Sales 
or 40 per cent of the Cost of Sales.
7. Bad Debts w ritten off are 1 per cent of the 
Sales.
8. Net Loss for 1923 amounts to $4,800.
Balance Sheet
1. Unpaid items a t December 31, 1923, are:
a. 45 per cent of Materials purchased.
b. 25 per cent of the Selling and Administra­
tive Expenses.
c. $20,000 on P lant and Machinery.
2. Nine per cent of the sales is outstanding a t 
December 31, 1923.
Problem 8. (W eight 20 points.)
You are engaged by a small corporation to de­
sign and install an accounting system. They are 
building contractors and confine their operations 
to the building of small houses either (a) for 
owners on lots owned by their customers, a t a
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flat contract price, or (b) on lots purchased by 
the corporation, the houses being put on the mar­
ket as soon as completed. The company employs 
fifteen to twenty carpenters, including working 
foremen, during the building season, and engages 
sub-contractors for all other classes of work. 
Thirty or forty houses are built during the year.
Of three active officers, one acts as general man­
ager and has charge of sales, one is superintendent 
and estim ator and the th ird  is in charge of finances 
and accounting.
The building operations on lots owned by the 
company are financed by first mortgages, the 
money being advanced by lenders as building pro­
ceeds.
The bulk of building m aterials are delivered 
directly to jobs upon which they are used; but a 
storage shed adjoining the office is used for the 
storage of certain staple articles such as nails, 
which are bought in quantity, and also for sur­
plus m aterial returned from jobs.
Prepare a classification of accounts and an out­
line of the forms you would consider necessary for 
a simple but adequate cost and accounting system. 
Problem 4. (W eight 15 points.)
The Jones Colonizing Company purchased 4,000 
acres of cutover land a t $20 per acre and divided 
the tract into 100 farm s of 40 acres each. They 
proposed to sell these farms to settlers on land 
contract a t an agreed price with a certain amount 
of cash down and interest a t 6 per cent on the 
unpaid balances. As an inducement to buy farms 
they proposed to build houses for the settlers 
charging them actual cost. This amount was to 
be added to the face of the land contract.
Given:
1. A record of all transactions in journal entry 
form from July 5, 1922, to April 30, 1923.
2. Real Estate account, unrealized Profit Ac­
count, and cancellation Profit and Loss account.
3. The profit is to be reported on the installm ent 
sales basis.
4. The company wishes to consider the houses 
as a part of the cost of the property, and if the 
property is reacquired, to carry it  all in the Real 
Estate account.
5. The entries to and including December 31,
1922, are correct.
Required:
1. Prepare journal entries to ad just the accounts 
to conform with Federal income tax regulations.
2. State the correct balances of each of the three 
accounts as of April 30, 1923.
3. Prepare list of names and amount of unreal­
ized Profits of each as of April 30, 1923.
Note: You are not required to compute interest 
or realized profits for 1923 to date. You will need 
only the accounts given.
July 5, 1922.
Cash ..........................................$200.00
Land Contracts Receivable—
Mr. A .......................................... 1,400.00
Real Estate— Farm  No. 1 . $800.00
Unrealized Profit. . . . . . . .  800.00
Sale of farm  No. 1 to Mr. A on Land Contract.
July 10, 1922.
Cash .............................................  $250.00
Land Contracts Receivable—
Mr. B .......................................  2,950.00
Real Estate— Farm s No.
5 and 6 .........................  $1,600.00
Unrealized G ain............... 1,600.00
Sale of farms No. 5 and 6 to Mr. B on Land 
Contract.
July 30, 1922.
Cash ..............................................  $100.00
Land Contract— Mr. C .............. 1,500.00
Real Estate— Farm  No. 8. $800.00
Unrealized P rofit................  800.00
Sale of farm No. 8 to Mr. C on Land Contract.
August 10, 1922.
C a s h ...................... ........................  $300.00
Land Contracts Receivable—
Mr. D . ........................... ........... 1,300.00
Real Estate— Farm  No. 3. $800.00
Unrealized P ro fit................  800.00
Sale of farm No. 3 to Mr. D on Land Contract.
August 25, 1922.
Cash .............................................  $400.00
Land Contract Receivable—
Mr. E ........................................ 2,400.00
Real Estate— Farms No.
11 and 12 ....................  $1,600.00
Unrealized P ro fit...........  1,200.00
Sale of farms No. 11 and 12 to Mr. E.
September 6, 1922.
C a s h ...............................................  $50.00
Land Contract Receivable—
Mr. F .......................................... 1,150.00
Real Estate— Farm  No. 15 $800.00
Unrealized P ro fit................ 400.00
Sale of farm No. 15 to Mr. F.
Land Contracts Receivable—
Mr. B ......................................  $1,000.00
Mr. C ......................................  750.00
Mr. E ......................................  900.00
Buildings— Cost ..........  $2,650.00
We built houses on the farms sold to the 
above for which we charged actual cost to 
us.
September 29, 1922.
C a s h ............................................... $100.00
Land Contracts Receivable—
Mr. G. . . . . . .  . ....................... 1,400.00
Real Estate-—Farm  No. 7. $800.00
Unrealized P ro fit................  700.00
Sale of farm  No. 7 to Mr. G on Land Contract.
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October 10, 1922.
Cash ...............................................  $150.00
Land Contracts Receivable—
Mr. H . . . . ................................  2,200.00
Real Estate Farm  No. 2. $800.00
Buildings— Cost ................  750.00
Unrealized P rofits.............  800.00
Sale of farm No. 2 to Mr. H on Land Contract. 
We also built a house for him a t cost.
December 31, 1922.
Unrealized P ro fit................... .. $623.41
Realized profit for 1922. . . $623.41
To set up realized profit based on cash re­
ceived during 1922, as follows:
Realized 
Cash Profit
Mr. A ............................  $200.00 $100.00
Mr. B .............................  250.00 95.25
Mr. C .............................  100.00 34.04
Mr. D .............................  300.00 150.00
Mr. E .............................  400.00 129.72
Mr. F ......... .................... 50.00 16.67
Mr. G............................. 100.00 46.67
Mr. H ............................. 150.00 51.06
623.41
December 31, 1922.
Interest Receivable—
Mr. A............................................  $41.54
Mr. B ............................................  104.88
Mr. C .................. ..........................  53.00
Mr. D ..................................... . .  . 30.98
Mr. E ............................................  68.59
Mr. F ............................... . . ........  22.23
Mr. G................................. .. 21.70
Mr. H ................................. ........... 30.07
In terest E arned ....................  $372.99
To set up interest on land contracts receiv­
able a t 6 per cent to December 31, 1922.
January 5, 1923.
Cash ......................................................  $91.54
Land Contracts Receivable—
Mr. A ................................... $50.00
Interest Receivable— Mr.A. . . 41.54
Cash received from Mr. A.
February 15, 1923.
Real Estatef—Farms No. 5
and 6— house on No. 5. . . $4,104.88
Unrealized P ro fit....................  1,504.75
Land Contracts Receiv­
able— Mr. B .................  $3,950.00
Cash for Quit Claim
D e e d .............................  50.00
Interest Receivable........  104.88
Cancellation profit and
loss— Mr. B ..................  1,504.75
Mr. B. wished to surrender his contract 
which we did and we paid him $50 for 
quit claim.
February 20, 1923.
Land Contracts Receivable—
Mr. D........................................  $800.00
Real Estate— Farm  No. 3. . . . 1,300.00 
Real Estate— Farm  No. 5
with house.....................  $2,052.44
Unrealized P ro fit.............. 47.56
Mr. D traded farm No. 3 for farm No. 5, the 
price on farm No. 5 being $2,400. We 
allowed him credit, for his cash payment 
of $300.
February 21, 1923.
Cash .................................. ......... $300.00
Land Contracts Receivable-—
Mr. K .......................................  1,500.00
Real Estate— Farm No. 3 $1,300.00
Unrealized p r o f i t . . . . . ........  500.00
Sale of farm  No. 3 to Mr. K on land contract.
February 28, 1923.
Real Estate— Farm s No. 11
and 12—-house an No. 12. $3,418.59
Unrealized pro fit.....................  1,070.28
Land Contracts Receiv­
able— Mr. E . . . . . . .  . .  $3,300.00
Interest Receivable—
Mr. E ............... .............  68.59
Cash for Quite Claim
Deed .................. .......... 50.00
Cancellation profit and
loss— Mr. E .................  1,070.28
Mr. E surrendered his Contract on pay- 
ment by us of $50 for a quit claim 
deed.
March 1, 1923.
C a s h ___ . . . .  .......................... .. $200.00
Land Contracts Receivable—
Mr. M.. .................................. .. 1,600.00
Real Estate Farm  No. 11 $1,709.29
Unrealized P r o f i t .............  90.71
Sale of farm No. 11 to Mr. M on Land Con­
tract.
Cash . . ........................................  $500.00
Land Contracts Receivable—
Mr. N ........... ...........................  1,900.00
Real Estate Farm  No. 12
and house....................... $1,709.30
Unrealized Profit .............. 690.70
Sale of farm No. 12 and house to Mr. N on 
Land Contract.
March 30, 1923.
Cash ........................... $1,500.00
Land Contracts Receivable—
v a r io u s ............................. .. . 6,500.00
Real E s ta te ....................... $4,000.00
Unrealized P r o f i t ............ 4,000.00
Sale of farms Nos. 21, 22, 23, 24 and 25 to 
various people on land contracts’ during 
March.
April 30, 1923.
Real Estate— Farm  No. 1 5 ..  $1,197.23 
Unrealized profit and loss. . 383.33 
Land Contracts receiv­
able— Mr. F .................  $1,150.00
Interest Receivable—
Mr. F ............................. 22.23
Cash for quit claim
deed .................. ........... 25.00
Cancellation profit and
loss— Mr. F ........... .. 383.33
Mr. F surrendered his contract on pay­
ment of $25 for quite claim deed.
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1922 
July 1.
1923 
Feb. 15.
20 .
28.
April 30.
4,000 acres .............................  $80,000.00
Farms No. 5 and 6— Mr. B. .
Farm  No. 3— Mr. D ................
Farms No. 11 and 12— Mr. E 
Farm  No. 15— Mr. F ..............
Total...................................................... 90,020.70
REAL ESTATE
1922 
July 5.
10.
30. 
Aug. 10. 
25.
Sept. 6.
29.
Oct. 10.
1923 
Feb. 20.
4,104.88
1,300.00
3,418.59
1,197.23
Farm No. 
Farms No. 
Farm No. 
Farm No. 
Farms No. 
Farm No. 
Farm No. 
Farm  No.
1— Mr. A ..................
5 and 6— Mr. B . .  
8— Mr. C ..................
3— Mr. D ..................
11 and 12— Mr. E.
15— Mr. F ................
7— Mr. G ..................
2— Mr. H ..................
$800.00
1,600.00
800.00
800.00
1,600.00
800.00
800.00
800.00
Mar.
Farm  No. 5— Mr. D. ..................2,052.44
21— Farm  No. 3— Mr. K .................. ..1,300.00
1. Farm  No. 11— Mr. M................ ..1,709.29
1. Farm  No. 12— Mr. N .................. ..1,709.30
30. Farm s Nos. 21, 22, 23, 24 and
25 ............................................... ..4,000.00
Total.......................................................... 18,771.03
1922
UNREALIZED PROFIT 
1922
Dec. 31. Mr. A ........................ ..................  $100.00 July 5. Mr. A........................ . ................  $800.00
Mr. B ........................ ..................  95.25 Mr. B........................
Mr. C ....................... ...................  34.04 Mr. C........................ ..................  800.00
Mr. ..................  150.00 Mr. D........................ ..................  800.00
Mr. E ........................ ..................  129.72 Mr. E ........................ ..................  1,200.00
Mr. ......... ......... 16.67 Mr.
Mr. ..................  46.67 Mr. G........................ ..................  700.00
Mr. H ........................ ..................  51.06 Mr. H ........................ ..................  800.00
1923 1923
Feb. 15. Mr. ..................  1,504.75 Feb. 20. Mr. D........................ ..................  47.56
28. Mr. ..................  1,070.28 21. Mr. K ........................ ..................  500.00
Apr. 30. Mr. ..................  383.33 Mar. 1. Mr. M........................ ..................  90.71
1. Mr. N........................ ..................  690.70
T otal.. . . ..................  3,581.77 30. Various .................. ..................  4,000.00
CANCELLATION 
1923 
Feb. 15. Mr.
28. Mr.
Apr. 30. Mr.
Problem 5.
The A. B.
PROFIT AND LOSS
B............................................. $1,504.75
E ............................................. 1,070.28
F ...... ...................................... 383.33
(W eight 15 points.)
Paper Company was incorporated in 
Wisconsin in 1923 with 10,000 shares of preferred 
stock a t $100 par value per share and 10,000 
shares of common stock of no par value author­
ized. The incorporators subscribed for 7,500 
shares of the preferred stock and paid a call of 
42 per cent; a t once. One share of common stock 
was to be issued as a bonus with each share of 
preferred and the rem ainder was issued to the 
three engineers promoting the company.
The Company then purchased the paper mill 
property, including three undeveloped water power 
sites, of the X. Y. Z. Co. for $1,300,000, $300,000 
in cash and the balance in varying amounts dur­
ing the next ten years. This balance was secured 
by a second mortgage on the rebuilt plant. I t  was 
further agreed tha t the X. Y. Z. Co. be perm itted 
to remove all of the de-inking machinery ( part of 
pulp mill m achinery).  
In order to obtain funds with which to rebuild 
the plant and develop one of the power sites, the 
company issued $1,500,000 in fifteen year gold
T o ta l......................................................  12,428.97
notes secured by a first mortgage on the property. 
A further call of 33 per cent was also issued to 
the subscribers for preferred stock which was paid.
You are asked to prepare a financial statem ent 
as of October 1, 1924, in which the fixed assets are  
classified as follows:
W ater Power Sites.
Dam.
Land.
Buildings— Mill.
Building— Power House.
Machinery— Paper Mill.
Machinery— Pulp Mill.
Machinery— Steam Power.
Machinery— Electric Power.
Problem 5 ( 2 ) .
Note: Disregard bond discount, promotion ex­
pense and interest.
Given:
1. The development of the plant and power site 
was as follows:
Dam .......................................................  $300,000
Buildings— M il l ...................................  50,000
Buildings— Power House ................  100,000
Machinery— Paper M i l l ....................  200,000
Machinery— Pulp M i l l ....................... 550,000
Machinery— Electric Pow er.............. 250,000
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2. The Wisconsin Railroad Commission placed a 
valuation of $150,000 on each of the power sites.
3. An appraisal of the plant purchased from the 
X. Y. Z. Co. showed a sound value of $950,000 
and divided the assets as follows:
Land ........................................................  $50,000
Buildings— Mill ....................................  200,000
Machinery— Paper M ill........................ 450,000
Machinery— Pulp M i l l ......................... 180,000
Machinery— Steam P o w e r ..................  70,000
4. The de-inking machinery was appraised at 
$1 2 0 ,0 0 0 .
5. The following items of machinery of the orig­
inal plant were removed before any additions were 
made:
a. Steam engine sold for $5,000; the appraised
value was $20,000.
b. Various items of pulp mill machinery were
scrapped; the appraised value was
$1 0 ,0 0 0 .
Note: The engineers knew when the plant was 
purchased th a t these items would be of no value 
in  the proposed rebuilt plant.
November 5, 6 and 7, 1924
Auditing
(Time allowance 4 hours.)
Question 1. (W eight 20 points.)
You are given the following working papers and 
are requested to rearrange them in their proper 
order giving each one a designating symbol or 
number. List the papers in the order in which 
you would arrange them for filing, inserting in 
your solution your own headings for balance sheet 
divisions.
1. Cash Reconciliation of F irst National Bank 
account.
2. W orking balance sheet as of end of period.
3. Analysis of Building account.
4. Analysis of Accounts Receivable.
5. Detail statem ent of additions to Building No.
5, which account had been closed in Building ac­
count.
6. Inventory test sheets of prices.
7. Statem ent of work done in checking the Cash 
Book.
8. Statem ent of Notes Payable.
9. Analysis of Surplus.
10. Schedule of Unexpired Insurance.
11. Notes on examination of Minutes not perti­
nent to other schedules.
12. Summary of Properties including Land, 
Buildings, Machinery and Vehicles.
13. List of Stockholders of Common Stock and 
analysis of Common Stock account.
14. Adjusting journal entries.
15. Statement of accrued taxes.
16. Certificate from F irst Wisconsin National 
Bank.
17. Certificate of Registrar of Preferred Stock.
18. Count of Petty Cash.
19. Analysis of Reserve for Depreciation of 
Buildings.
20. Statement of count of securities.
21. Certificate from Registrar of Bonds Payable.
22. Certificate from Trustees of Sinking Fund.
23. Reconciliation of Bank account of Second 
National Bank.
24. Draft of final report.
25. Notations with regard to subsequent audits. 
Question 2. (W eight 5 points.)
In the course of an audit for the “A” Manu­
facturing Corporation, you find upon analysing the 
raw m aterial purchase accounts th a t many thou­
sands of pounds more of steel were changed into 
the m anufacturing account than were accounted 
for by finished goods or scrap sales or inventories. 
Interrogation of the officer in charge of accounts 
discloses tha t fictitious bills for steel have been 
received from another company which is controlled 
by the officers of the “A” M anufacturing Corpora­
tion and tha t the amounts disbursed in payment 
of such fictitious bills have been divided among 
the officers of the “A” M anufacturing Corporation, 
who are also its principal stockholders. You are 
informed that their purpose was to minimize in­
come taxes both for the corporation and the in­
dividuals concerned.
How will this m atter be treated  by you as the 
company’s auditor?
Question 3. (W eight 15 points.)
The “A” Mercantile Company, a Wisconsin Cor­
poration, with a paid in capital stock of $200,000, 
consisting of 2,000 shares of the par value of $100 
each, has suffered operating losses in 1921 and
1922 resulting in a deficit a t December 31, 1922, 
of $140,000. In order to provide funds necessary 
for carrying the large inventories required by the 
nature of the business, and amendment to their 
corporate charter has been obtained, authorizing 
the conversion of the par value stock to an equal 
number of shares of non-par stock, and the issu­
ance of $200,000 of par value 8 per cent cumula­
tive preferred stock, dividends payable quarterly.
All stockholders of the par value common stock 
have exchanged their stock share for share for the 
non-par stock and an entry has been made as of 
December 31, 1922, debiting “Capital Stock” and 
crediting “Surplus (or deficit)” w ith the amount
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of the deficit of tha t date. All of the preferred 
stock issue has been sold.
The following is a condensation of the balance 
sheets drawn from the books of the company:
Jan. 1, 1923
Assets ..........................  $180,000.00
Liabilities ...................  120,000.00
Capital Stock:
2,000 shares non­
par common . . . 60,000.00
2,000 shares pre­
ferred ................
Surplus ........................
180,000.00
Dec. 31, 1923 
$400,000.00
139,000.00
60,000.00
2 0 0 ,0 0 0 . 0 0
1,000.00
400,000.00
An audit of the corporation’s accounts for the 
year 1923 disclosed th a t operations for the year 
resulted in net earnings as follows:
January  1, to March 31, inclusive.........  $6,000.00
April 1, to June 30, inclusive..................  4,000.00
July 1, to September 30, inclusive.........  4,000.00
October 1, to December 31, inclusive. . . 5,000.00
Total as shown by the profit and
loss account a t Dec. 31, 1923. . . 19,000.00
Dividends on the preferred stock were declared 
and paid quarterly amounting to $16,000 and a 
dividend of $1 per share was declared and paid 
on the common stock.
Give your opinion of the wisdom and propriety 
of the above dividends and discuss the. principles 
which should govern the dividend policies of cor­
porations having stock of no-par value.
(Note— Carried to next colum n.)
Question 4. (W eight 10 points.)
Under the Revenue Act of 1924, what will be 
the im portant effects on the income taxes of the 
following individuals, as compared to the income 
taxes they would have been subject to under the 
Revenue Act of 1921?
(a) A retail merchant whose income consists 
of net profits from his business amounting to about 
$15,000 per year;
(b) A professional man, member of a partner­
ship which pays him a salary of $5,000 per year 
and share of profits of about $40,000 per year and 
having no other income of importance;
(c) A city official whose income consists of his 
salary of $5,000 per year;
(d) Tht president of a corporation whose in­
come consists of a salary of $50,000 per year and 
dividends of $100,000 per year, and who sold a t 
a loss of $50,000, a block of stock purchased in 
1919.
Question 5. (W eight 5 points.)
You are auditing the Blank Company, a corpo­
ration. Their books reflect no notes payable. The 
bank verification discloses notes payable aggre­
gating $50,000 evidenced by four notes signed by 
the corporation per the president. How would 
you handle this item in your audit report and 
what procedure would you follow to disclose 
whether or not this was a defalcation or an under­
statem ent of liability?
Question 6. (W eight 15 points.)
The “A” Company, a Wisconsin corporation, has 
a Balance Sheet a t April 1, 1924, as follows:
Assets
Cash
Bonds
$2,000.00
10,000.00
Accounts and notes receivable................................................................................................................  19,000.00
Land ...........................................................................
Cost
Buildings ....................................................  $15,000.00
Machinery .................................................. 12,000.00
Office equipm ent......................................... 2,000.00
P a te n t s ...............................................................................
........................................................................ .....5,000.00
Depreciation
Reserve
$1,000.00 Book V alue...........................  14,000.00
2,500.00 Book V alue...........................  9,500.00
500.00 Book V alue...........................  1,500.00
.....................................................................  1,000.00
Liabilities and Proprietorship
Account payable. 
Notes payable. . . 
W ages accrued . 
Capital stock . .  
Surplus ..............
62,000.00
$ 1 ,000.00
14,000.00 
1,000.00
25,000.0021,000.00
You are informed th a t Mr. B has concluded ar­
rangem ents to take over the business on the fol­
lowing basis:
He will pay Mr. A, the owner of all of the cap-
62,000.00
ita l stock, the sum of $10,000 in cash and will 
cause the corporation to give Mr. A a mortgage on 
the plant for $35,000.
An amendment to the articles of incorporation
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has been filed, changing the authorized capital 
from 250 shares of the par value of $100 to 1,000 
shares of no-par value.
An appraisal report as of April 1, 1924, shows 
the following:
Depreciated Replacement 
Value New Value
Land ........................... $5,000.00 $5,000.00
Buildings ........................ 17,000.00 20,000.00
M ach in e ry ......................  16,000.00 22,000.00
Office equipm ent...........  1,400.00 1,800.00
You learn tha t the bonds shown on the balance 
sheet are held by the bank as collateral to the 
notes payable.
Mr. B asks you to d raft the entries to be made 
on the corporation’s books recording the trans- 
(N ote— Carried to next column.)
Assets:
Cash ..................................................................................
Accounts and notes receivable....................................
Stock subscriptions receivable....................................
Cash value— Life insurance........................................
In v e n to ry ............................................................... ..........
Investments .................................... .................................
Deferred c h a rg e s ............................................................
Net fixed asse ts ...............................................................
actions arising out of change in ownership of the 
stock and the change to no-par value, and also to 
set up appraisal values in place of the book values, 
using your own judgm ent as to the best way to 
record these values.
He also asks you to prepare a balance sheet giv­
ing effect to these changes, but not showing tha t 
the bonds are pledged as collateral, considering it 
as an immaterial fact not necessary to disclose.
Required: (a) Your journal entries.
(b) Amended balance sheet.
(c) Your answer in reference to the bonds.
Question 7. (W eight 15 points.)
Upon completion of a corporation audit you have 
verified the following as the balance sheets at the 
beginning and end of the year:
Total assets . 
L iabilities: 
Accounts payable 
Notes payable . . . 
Taxes payable . . .
Total ....................
P roprietorship:
Capital stock subscribed. 
Surplus ................................
1922 1923
 $2,819.71 $1,782.46
. 45,055.42 42,584.58
3,590.00 3,590.00
930.80 1,681.17
. 55,273.11 75,610.80
5,364.45
964.60 501.82
5,432.94 5,190.11
. 119,431.03 130 ,940.94
. $21,368.03 $25,161.60
. 15,300.00
2,274.42 3,948.59
. 38,942.45 29,110.19
. 63,110.00 72,630.00
. 17,378.58 29,200.75
Total liabilities and net w orth ........................................................................  119,431.03 130,940.94
Your profit and loss statem ent shows net profits 
for the year of $15,393.37 after providing for in­
come taxes.
Dividends paid during the year amounted to 
$3,571.20.
Prepare an analysis such as you would fur­
nish if called upon to explain what had become of 
the year's profits.
Question 8. (W eight 10 points.)
The annual audit of Sheldon Kent and Company 
was started at 8.30 a. m., January 9, 1924. The 
cash book contained the following entries for 1924:
Jan.
Date Receipts Disbursements
1. Balance.............. $3,746.81
615.40
479.62
1,023.35
491.74
882.67
806.39
$1,092.72
865.56
697.00
542.47
320.05
378.13
The bank balance per bank statem ent on Decem­
ber 31, 1923, was $3,571.10. The deposits made
up to January 9 amounted to $4,135.54. The 
checks and vouchers charged against the account 
to this date totaled $4,472.45 which amount in­
cluded all the checks outstanding on December 31,
1923, and vouchers for a 90-day note, of $1,000, 
due January 4 held by the bank, and interest at
6 per cent on the same. None of the checks 
issued on January 7 and 8 have been cashed and a 
check for $200 issued January 2 is still outstand­
ing.
All cash received was deposited a t noon of the 
following day. All payments were made by check 
with the exception of a drayage bill of $7.35.
Prepare the necessary reconciliation.
Question 9. (Weight 5 points.)
In examining the inventory of a wholesole gro­
cery company a t December 31, 1923, an item of 
$2,000 was found, explained as follows:
“ 100,000 pounds of sugar a t ten cents m arket 
value, covered by purchase contract of November
10, 1923, for delivery between January 1 and July
1, 1924, a t eight cents.”
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Discuss the treatm ent of this item in the prepa­
ration of:
(a) Balance sheet for annual report.
(b) Balance sheet submitted as a basis for a 
bank loan.
November 5, 6 and 7, 1924
Commercial Law
(Time allowance 2 ½ hours.)
Follow these instructions carefully:
1. Do not copy the question into the answer.
2. Study the question before you make any
attem pt to write.
3. State conclusions definitely and clearly.
4. Give reasons for your answers. No credit
will be given otherwise.
5. Do not discuss any principle not involved
in case.
1. (a) A, 16 years of age, makes a contract 
with B for the purchase of an automobile. B fails 
to perform. A sues B. B’s defense is tha t A is a 
minor. Will it prevail?
(b) A is an infant. He asks B to loan Mm 
$100, which B does. Afterwards A spends the 
money for necessaries and consumes them. B sues 
A and A pleads his minority as a bar. I t is a good 
defense?
2. A brings suit against the X corporation for 
$500 and shows tha t the directors passed a reso­
lution voting to pay a reward of $500 to any one 
who could furnish certain information; tha t he, 
being a janitor of the building where the meeting 
was held, overheard the vote, and afterw ards and 
within twenty-four hours supplied the information 
to the president of the company. Is this statem ent 
sufficient to make a case? Why?
3. A’s automobile strikes B. A claims the acci­
dent to hare been unavoidable. B threatens suit. 
A offers $500 in settlement. B accepts. B after­
wards repudiates the settlement, refuses to take 
the $500, and sues for $1,000. A offers no evi­
dence except the settlement. Is it a good defense?
4. (a) W hat is the distinction between a void 
contract and a voidable one?
(b) To what extent is the capacity of a corpo­
ration to make contracts limited?
5. (a) Under the statu te of frauds requiring 
contracts to be proved by w ritten memorandum, 
may an agent who is duly authorized to make a 
contract covered by the statu te of frauds make a 
sufficient memorandum to bind his principal when 
the principal says nothing about it?
(b) A authorizes B, a real estate broker, to sell 
his property on certain specified terms. B pro­
cures C, bu t A refuses to deal with C. On what
conditions, if any, can B compel A to pay him a 
commission?
6. (a) How may an agency be term inated?
(b) How may an agency be term inated by op­
eration of law?
7. J agreed with K that J would furnish money 
with which K should buy mules, that K would sell 
or trade them and tha t K should have one-half 
the net profits. M obtains a claim for the pur­
chase price of a mule purchased by K in J ’s name 
under this arrangem ent. M sues J and K as part­
ners. Is K liable? Discuss fully.
8. (a) W hat is meant by a common ownership 
of the profits?
(b) W hat right has one partner to bind the 
firm?
9. (a) If a corporation is de facto, who may 
take advantage of its lack of complete compliance 
with the law?
(b) W hat is “unissued stock” ? Treasury stock?
(c) W hat is the function of a stock certificate?
10. (a) A corporation has undivided profits. 
Can a stockholder compel a division?
(b) As between owner a t time of declaration 
of dividends and owner a t time of payment, who 
is entitled to dividends?
(c) There are three stockholders, A, B and C, 
in the M M anufacturing Company. A owns 100 
shares, B owns 50 shares, C owns 1 share, and 
there are 25 shares treasury stock and 24 shares 
unissued stock, making a total of 200 shares, being 
all the shares of stock of said corporation. A, B 
and C attend stockholders meeting. How many 
votes can A, B, C and the corporation cast re­
spectively?
11. (a) Define a sale. How does it differ from 
a contract to sell?
(b) If there is a contract to sell and the seller 
refuses to perform, has the buyer any ownership 
of the goods? Can he compel performance? Has 
he any other remedy?
12. A wrote a memorandum of sale upon his let­
terhead a n d  handed it to B, who accepted it. 
Afterwards B sues A. A relies on the sta tu te  of 
frauds and claims th a t there is no memorandum 
signed as required by the statu te of frauds be­
cause, first, neither party  has signed it; second, 
because under any construction B did not sign it 
when the contract was made. Is the defense 
good?
13. (a) Define “bailment.”
(b) W hat are fungible goods? W hat is the rule 
as to such goods?
14. (a) Is a note made by lead pencil and 
signed by a rubber stamp negotiable?
(b) A note contained a statem ent, “This note 
is given for the m onth’s salary of the payee.” 
Does this destroy negotiability?
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(c) An order contained the provision, “Pay out 
of the proceeds of the Smith deal.” If the bill is 
otherwise correctly drawn, does this destroy nego­
tiability?
15. M makes a note to order of P in order to 
enable P to borrow money, and leaves the amount 
blank to be filled in by P with the amount he 
succeeds in borrowing, but not over $1,000. P 
borrows $1,500, fills in for tha t amount and de­
livers the note to L, the lendor endorsed by P, and 
disappears. Can L hold M? Discuss from all 
angles.
16. (a) Define a ’’holder in due course.”
(b) Is negotiable paper negotiable after ma­
turity? W hat is the rule as to a purchaser’s 
righ t on overdue paper?
17. (a) W hat difference is there between real 
and personal property in respect to transfer?
(b) Define estate for years; from year to year; 
estate a t will.
(c) A trustee has funds to invest. He invests 
them in stock of a corporation which fails. Is 
he personally responsible? Give general rule.
18. (a) A railroad company becomes insolvent. 
May it be made a voluntary or involuntary bank­
rupt?
(b) A has a business which is a going concern 
and is worth $20,000. A’s debts are $21,000. He 
is entitled to a homestead of $1,000, and is living 
in a house whose “equity” is worth th a t much. 
Is A solvent?
19. (a) W hat schedules are attached to a vol­
untary petition in bankruptcy?
(b) A files a petition in bankruptcy on August
15. There after and prior to the time he is ad­
judicated a bankrupt his father dies leaving him 
a large legacy. Is the trustee, when elected, en­
titled to this fund for the benefit of creditors?
(c) B was discharged in bankruptcy. He wrote 
a letter to A after his discharge, saying, “You 
will be paid in full.” Can A hold B on the claim?
20. (a) W hat is a guaranty?
(b) W hat is a contract of suretyship?
(c) W hat righ t has an insurance company to 
cancel a policy once issued by it and accepted by 
the insured?
(d) W hat is meant by a pro ra ta  or contribution
• clause in an insurance policy?
November 5, 6 and 7, 1924
Governmental Accounting
(Time allowance 2 ½ hours.)
- Question 1.
(a) Name the taxes which a state banking cor- 
 poration, owning real and personal property, pays
in Wisconsin or any other state with whose re­
quirements you are familiar.
(b) Briefly describe each kind of tax mentioned 
in answer to (a).
Question 2.
Discuss the newly created Board of Tax Appeals 
under the 1924 Federal Law— Show
(a) How the board is constituted.
(b) The type of cases which the board will hear.
(c) Who may practice before the new board.
(d) The principal points in the new board’s 
rules of practice.
Question 8.
(a) W hat is the usual basis of classifying u tili­
ties of various sizes. Illustrate, from any state 
with whose requirements you are familiar.
(b) Name a t least four purposes for which valu­
ations of public utilities may be undertaken and 
explain each.
Question 4.
Municipal accounting system may be divided into 
two groups:
1. Fund and appropriation accounts.
2. Proprietary and Expense accounts.
Explain what is meant and included in each of
these groups.
Question 5.
W ith special reference to public utilities, define 
the following terms:
(a) Betterments.
(b) Cost of Reproduction.
(c) Franchise Value.
(d) Abandonments.
(e) Additions.
State what effect, if any, changes in amounts of 
these items will produce in balance sheet accounts, 
naming the accounts affected.
Question 6.
Outline a budget system for a municipality, giv­
ing specific information in reference to form and 
steps of procedure, from preparation to enforce­
ment of budget appropriation ordinances.
Question 7.
Give the names of the principal books and rec­
ords kept in the City Clerk's office in a city with 
a population of 25,000.
Question 8.
(a) In municipal accounting, distinguish be­
tween the terms “W arrants Payable” and “Ac­
counts Payable.”
(b) W hat is meant by the term s “Unapplied 
Cash” and “Available Resources.”
(c) Dintinguish between “capital” funds and 
“sinking” funds.
Question 9.
The purchasing agent of the City of X, a city 
of 50,000 population, issues a purchase order to
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 77
the Z Sand & Gravel Co. for 500 yards of gravel 
to be used in repaving streets. The Z Sand & 
Gravel Co. make out their bill covering this or­
der. Trace the course of this bill through the city 
offices, stating what is done with it, in what books 
or records it is recorded, finally showing how pay­
ment is made.
Question 10.
The following Trial Balance covers such accounts 
as will appear in a consolidated Balance Sheet of 
your city. Arrange these accounts in balance 
sheet order and by your answer show your fa­
m iliarity with municipal balance sheet arrange­
ments.
Trial Balance 
City of Blank 
June 30, 1924
Amount
Account Dr. Cr.
Land ................................... $75,000
Supplies .............................  15,000
Sinking Fund Reserve
(W ater D ep t.)............... 50,000
Sinking Fund Cash........... 10,000
Public Utilities B o n d s ... $250.00
Land B e tte rm e n ts ...........  100,000
Maintenance Material . . .  15,000
S to r e s .................................. 10,000
Investments ....................... 25,000
General City Bonds..........  300,000
Accounts Payable.............. 20,000
Buildings ...........................  500,000
Improvements ..................  100,000
Cash— General .................  35,000
Cash— Bond F u n d s .........  15,000
Special Assessments Ac­
count ..............................  100,000
Advanced T a x e s ................ 100,000
Equipment . . . ................... 40,000
Trust and Special Funds. 75,000
Accounts Receivable . . . .  25,000
Surplus ..............................  370,000
1,115,000 1,115,000
November 5, 6 and 7, 1924
Elements of Political Economy
(Time allowance 2 ½ hours.)
Answer Any Ten Questions.
1. (a) Name and discuss briefly the factors of 
production. W hat one or ones of them have in­
creased in importance during the past 150 years? 
Why?
(b) W ith respect to the technical division of 
labor, state—
a. Its advantages in production.
b. Objections thereto.
2. (a) Why has the development of the cor­
porate form of business organizations made it  
easier to secure large amounts of capital?
(b) Rank corporate bonds, preferred stock and 
common stock with reference to—
a. Right to annual earnings.
b. Right to assets.
c. Degree of risk involved.
d. Right of control and management.
3. (a) Distinguished clearly among the pool, 
trust, holding company, and merger.
(b) Explain clearly what is meant by increasing 
cost, decreasing cost and constant cost per unit of 
product. W hat productive factor is of m ajor im­
portance in connection with each type.
4. (a) State the law of monopoly price and ex­
plain the effect of an elastic demand upon the level 
of monopoly price.
(b) Explain what is meant by, and the rela­
tion of—
a. Diminishing utility.
b. Marginal utility.
c. Market price.
5. (a) Explain clearly how the value of a piece 
of land is determined.
(b) Distinguish between nominal and real wage. 
Of what importance is this distinction?
(c) State and evaluate the Malthusian principle 
of population.
6. (a) Explain what is meant by the “closed 
shop” and give argum ents for and against it.
(b) Set forth the “lump-of-work” argum ent and 
evaluate it.
7. “The Transportation Act of 1920 provides for 
the compulsory arbitration of railway labor dis­
putes. Such a policy is sound with respect to any 
essential industry. Comment a t some length upon 
each statem ent made above.
8. (a) Why does not the operation of Gresham's 
law drive paper money and the minor silver coins 
out of existence?
(b) Distinguish clearly as to drawee, drawer, 
and payee among checks, bank drafts, and com­
mercial bills.
9. Set forth several explanations offered of the 
business cycle and indicate to what one you adhere.
10. Comment upon the following statem ents:
a. The Transportation Act of 1920 guarantees 
the railways a re tu rn  of 6 per cent.
b. An income tax can be shifted largely to the 
consumer.
c. Socialism and anarchism are fundam entally 
different.
d. Uniformity of taxation and the progressive 
rate  are not inconsistent.
11. Set forth the steps, if any, which you believe 
should be taken to make the Federal tax system 
more equitable as among groups and less complex 
in nature.
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The Banker and the Accountant
By JOHN B. TANNER, C. P. A., Chicago, Illinois
Paper read before meeting of Wisconsin Society of Certified Public Accountants and Bankers of the Fox
River Valley, Oshkosh, Wisconsin, July 15, 1924.
T HE Certified Public Accountants of Wis­
consin entertain the belief that a closer 
cooperation between the certified public ac­
countant and the banker would result not 
only in the mutual welfare of the accountant 
and the banker, but would be of much benefit 
to the business man in particular and to the 
business community in general. My talk to­
night will be directed to the necessity and 
the opportunity for such cooperation.
It is passing strange that the benefit of 
such cooperation has been so little recognized. 
However, outstanding success in any line of 
undertaking greatly depends upon vision and 
a long-time program of effort continually 
guided by current intelligence. Much pre­
vailing intelligence and opinion is only a 
hang-over of intelligence and opinion of yes­
terday, last month, or last year.
We have heard of business strategy. I as­
sure you that business strategy consists 
largely of the ability to forecast and plan 
beyond the immediate present, and the abil­
ity to accept facts of to-day at their true 
significance.
Now, as we all know, both the banker and 
the accountant deal in values, primarily 
money values. The banker must make his 
institution profitable through the lending of 
money to the business man, and the account­
ant secures his fee by verification of the 
same values that are used by the banker as 
the basis for credit. In other words, the 
banker and the accountant have the same 
client.
If two doctors were serving the same pa­
tient, it is evident that both the patient and 
the doctors would benefit by collaboration.
I will not burden you with statistics, but 
it is said that eight out of ten business ven­
tures fail, and no one will claim that society 
is benefited by the vast amount of effort,
property and money wasted in unsuccessful 
enterprises, and many, very many, of such 
failures could have been prevented had the 
promoter known beforehand the economic 
conditions affecting his particular proposed 
enterprise, and many failures could be 
avoided by cooperation between the account­
ant, the banker, and the others interested.
Let me call your attention to the word 
“comparison.” Some few bankers and a few 
business men have recognized the great im­
portance of correct and intelligent compari­
son. All knowledge is knowledge only by 
comparison with something else. No fact is 
established or understood except by means 
of comparison.
Figures, in and of themselves, mean noth­
ing. The figure “9” is nothing more than a 
pencil mark, unless we recognize it as rep­
resenting an amount nine times a certain 
unit, called “one,” or unless we recognize it 
in relation to some other comparable nu­
merals.
Real success to me means the greatest ac­
complishment possible in a given line of un­
dertaking. Neither the business man, the 
banker, nor the accountant will ever secure 
the success he is entitled to, except by and 
through careful and thorough comparison.
In speaking of comparison, I do not mean 
analysis. Analysis and comparison go hand 
in hand, and one without the other is of little 
value.
Comparatively few business men realize 
that their business affairs operate under, and 
are controlled by, immutable laws of cause 
and effect. Analysis and comparison of both 
primary and secondary causes must be made 
continually, and, similarly, analysis and com­
parison of causes and results must be made 
daily, weekly, monthly, and periodically
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throughout the entire lifetime of a business 
enterprise.
In years gone by, a balance sheet was con­
sidered sufficient evidence for the borrowing 
of large sums of money, or the floating of a 
stock or bond issue. Under the limitations 
of the then prevailing accounting and cost 
systems, bankers were obliged to analyze a 
balance sheet on the theory that the bor­
rower was about to liquidate, and the banker 
wanted to know if he could expect the assets 
to repay the borrowed money in case of liqui­
dation.
The rule was: “To him that hath”—suffi­
cient—“shall be given”—a line of credit; 
“but to him who hath not”—sufficient— 
“shall be taken away even that which he 
hath.”
But, under such conditions, very often the 
banker was obliged to increase the loan to 
protect amounts already loaned to the bor­
rower. No doubt, the sad experience of many 
bankers gave birth to the old saying about 
throwing good money after bad.
I knew a banker in Canada, who made loan 
upon loan until the company owed the bank 
over $35,000. Each annual balance sheet of 
the company showed an increasing surplus, 
and the volume of sales had steadily in­
creased for eight years. I secured the bal­
ance sheets and profit and loss statements 
for each of the eight years, and made a com­
parative analysis. I proved beyond any 
doubt that the company had lost money every 
year of the eight years of existence. Proper 
analysis and comparison would have proved 
the loss from operations at the close of the 
first and the second years, as well as at the 
end of the eighth.
Bankers should know whether or not they 
are loaning money to meet operating deficits; 
also, if they are loaning money for the pur­
chase of fixed assets. Loans to be used for 
either purpose should be seriously questioned 
—before the loan is made.
One great trouble is that there are two 
general types of men in business—the syn­
thetical and the analytical. The synthetical
man is the promotor. He is the high-pow­
ered, enthusiastic builder of organizations. 
He can inspire confidence. He promotes or 
organizes a rubber company, a truck com­
pany, a merchandising business, or whatnot. 
He has the vision and genius to bring to­
gether capital, commodities and men, and be­
gin the operation of his store or factory.
Now, this type of man is necessary to the 
development of a business. But, after all is 
said and done, the synthetical man is a dan­
gerous man in operation. If I were a banker, 
I should have much hesitation in loaning 
large sums of money to an organization dom­
inated by a synthetic type.
The operation of a business demands a 
high degree of analytical ability. The man­
ager of any company should be extremely 
conservative, cautious, and a crank on de­
tailed facts. Of course, he should know that 
the synthetical type is necessary in his sales 
organization, but the analytical type must 
dominate the fundamental policies of the 
business.
Eight business ventures fail where one 
succeeds, and it is likewise true that eight 
business men out of ten do not have the 
necessary accounting and statistical records 
and reports for the intelligent management 
of their business. Even where such records 
are maintained, very often it is almost impos­
sible to get the executive to analyze care­
fully the exact statistics of cost, and cor­
rectly interpret the conditions and causes 
affecting the undertaking.
I have seen many business men who con­
sidered themselves experts in organization, 
in financing, in purchasing, in selling, in op­
eration, and in analysis of business results. 
There may be a man living who is expert in 
all of these lines, but I have never yet had 
the pleasure of meeting him.
I know a man who, nearly a year ago, 
started out to develop a manufacturing busi­
ness. He did not start out to build a factory 
and organize a large, successful concern. He 
first analyzed his product. It was protected 
by five basic patents. He proved that his
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product was far superior to that of any com­
petitor.
The only raw materials required are ordi­
nary bar iron or steel, rivets and paint. He 
readily understood that the market supply of 
his raw materials was certain at all times, 
and not subject to large fluctuation in price. 
He found that his manufactured product 
should and could be made upon special order 
and blue-print specification. Therefore, no 
large supply of raw materials was necessary, 
and finished product would not have to be 
carried in stock.
He found that his product was universally 
used in all industrial plants, and that the de­
mand would continue as long as industrial 
buildings are constructed. He found that all 
shipments could be made subject to trade 
acceptance on delivery, and, therefore, no 
large amount of capital would be tied up in 
book accounts.
He rented a small factory room, contain­
ing 3,000 square feet, installed less than 
$1,000 worth of simple machinery, employed 
two or three men, and went to work. His 
sales in the last six months have amounted 
to nearly $30,000, and he has found that he 
can under-sell any competitor by twenty-five 
per cent, and still have a gross profit of 
nearly fifty per cent of his own sales price.
He has also satisfied himself that he will 
encounter no labor problems whatsoever. 
Any ordinary laborer can learn any operation 
in the plant within a week.
As you readily observe, he analyzed every 
possible phase of his proposed manufactur­
ing business, and he tested out the manufac­
turing cost and processes. This kind of an­
alytical work should accompany the opera­
tion of any business, not only in the develop­
ment period, but such analysis should be car­
ried on continually as long as the enterprise 
exists.
In my opinion, the services of an account­
ant are far more important in the study and 
analysis of results and policies of a business 
than in the formal auditing of the books of 
accounts.
Also, I believe that the banker is entitled 
to more than a pro forma audit report. If 
I were loaning money to a corporation, a bal­
ance sheet and profit and loss statement 
would not give me nearly as much informa­
tion as I would require. I would not be sat­
isfied to know that last year the sales 
amounted to $300,000, as against $280,000 
the year before. I should want to know 
whether or not the sales should have been 
$350,000, and I should want to know the cost 
of sales in percentage, and compared with the 
cost of sales for prior years.
There are many things I would wish to 
know, which I will not here enumerate. Per­
haps you think I believe in information sim­
ply for the sake of information, but I assure 
you that in our own business we do not keep 
books and statistics for the fun of it, and 
neither do we operate our business by guess 
and by unsupported opinion.
Do you know of many bankers who insist 
upon balance sheets and profit and loss state­
ments monthly ? And yet no business is safe 
without such statements at least twelve times 
per year. Under no conceivable circum­
stances would I invest money in a business, 
or loan money even temporarily, to a busi­
ness which does not prepare comparative bal­
ance sheets and comparative profit and loss 
statements.
Current comparison is absolutely vital to 
the successful operation of any business. 
“Trend lines, trend lines, trend lines,” should 
be one of the mottoes of the business man 
and the banker. The accountant may recom­
mend, but it is the banker who can insist.
You, as a banker, are in the business of 
loaning for temporary requirements, but how 
do you know that the money you loan is tem­
porary capital only? Does the borrower fur­
nish comparative balance sheets and profit 
and loss statements to convince you that his 
working capital is sufficient, except for peak 
buying or selling seasons ?
I dare venture the opinion that one-half of 
all the companies in the Fox River Valley 
now carrying bank loans do not have a suffi­
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cient working capital for economical opera­
tion and for development of the business. If 
this be true (and statistics of business fail­
ure indicate that it is), how can such busi­
ness concerns be expected to weather a panic 
or a period of depression ?
Some few bankers, and likewise a few ac­
countants, have recognized this general lack 
of working capital, and some can see in the 
situation an opportunity to aid in the per­
manent financing of the client’s business.
If I were a banker, I would choose one 
Certified Public Accountant, or firm of Cer­
tified Public Accountants, for special coopera­
tion, and would call such accountant into con­
sultation on the various clients who have 
already been granted, or who may request 
lines of credit with my bank.
With the cooperation and advice of the 
accountant, I would aid the client in develop­
ing definite accounting information, and, 
where opportunity offered, would work out 
plans looking for the further permanent 
financing or re-financing of the client’s busi­
ness.
Perhaps you say that this is neither a 
banking function, nor the function of a Cer­
tified Public Accountant. But is it the func­
tion of a bank to loan temporary capital 
where permanent capital is required, and to 
make no effort to aid the borrower in meeting 
his real financial problems ?
Temporary loans to tide over financial 
stress, because of insufficient permanent cap­
ital, create false hope in the mind of the bor­
rower, and befog his understanding of his 
critical needs. Very often if temporary loans 
are not offset by additional permanent capi­
tal, the withdrawal of the temporary capital 
means swift and certain disaster.
Under such conditions, a temporary loan 
automatically places a responsibility upon the 
banker to advise and aid his client in securing 
permanent financing. A doctor can not give 
a man morphine to relieve pain temporarily, 
and then claim no responsibility when the 
morphine habit must be discontinued.
Every banker with a savings department
has a potential permanent investment clien­
tele. I wonder what banker has ascertained 
how much savings account money has been 
withdrawn from his bank and invested in 
stocks, bonds, and mortgages. And yet the 
banker is in a strategic position to influence 
the investment of savings funds to the per­
manent benefit of the investor, the business 
client, and local community, and, of course, 
to the ultimate benefit of the banker himself.
As for the accountant, I can not see why 
the function of the accountant should not be 
enlarged to include advice in financial mat­
ters and actual aid in the planning and se­
curing of permanent capital.
In the city of Chicago, if a business man 
goes to his bank and says that he requires 
$10,000 or $100,000 of additional permanent 
capital, what help or advice does his banker 
give him? All the banker does is to refer 
him to a broker, or a number of brokers, who 
might possibly take hold of a stock issue, but, 
upon inquiry, the business man finds that the 
commission percentage required is absolutely 
prohibitive. Furthermore, some brokers 
would do the company about as much harm 
by misrepresentation as the additional work­
ing capital would do good.
If the business man goes to his accountant 
and states the same problem to him, the ac­
countant has no reply.
As a matter of fact, the average business 
man has little, if any, chance of increasing 
his permanent capital, except among his close 
personal friends, and I believe that the ac­
countant and the banker, with careful per- 
severence, can develop methods of financing 
to the lasting benefit of their clients, and 
with adequate compensation to themselves.
As to cooperation between the banker and 
the accountant on the ordinary accounting 
and operating problems, there is abundant 
opportunity for cooperation.
In the first place, the accountant, the 
banker, and the client should each recognize 
that they are all cooperating and working 
together for one common end, namely, the 
benefit of the client. The banker and the
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accountant are certain of reward, but only 
through the prosperity of the client.
It is not possible for one audit report to 
give a banker all the information he should 
have about a borrower. When a banker re­
ceives an accountant’s report, he should call 
the accountant into conference—of course, 
with the knowledge of the client. The banker 
can secure information from the accountant 
which he could not possibly secure direct 
from the client. On the other hand, the ac­
countant should act as a representative of 
the client in financial dealings of the client 
with the banker. The accountant can always 
present the financial data of his client better 
than can the client himself.
You may argue that, under such a plan, 
the accountant is serving two masters, but 
this is not so.
I am not submitting suggestions for dis­
honest men or for the furthering of selfish 
and ulterior motives. The objective of all 
three parties is one—to know the truth. 
Every business man kids himself, and be­
lieves a lot of things that are not true.
The client should know that the banker 
and the accountant not only separately, but 
also jointly, constitute his business advisors, 
and should have no fear of their collaboration 
upon any or all of his business problems.
Of course, this means a better understand­
ing of the banker’s viewpoint by both the ac­
countant and the client, and it means a fuller 
comprehension of the accountant’s services 
on the part of the banker and the client.
It is true that I have seen some cases of 
gross neglect on the part of accountants, 
bankers, and business men, but, all in all, I 
think the bankers are the most likely to be 
misled, imposed upon, and sometimes lied to.
I remember one case of an audit by a well- 
known public accounting firm. They were 
auditors for the First National Bank. They 
were called upon to audit the John Doe Manu­
facturing Company, and, in the course of the 
audit, discovered that the John Doe Manu­
facturing Company had borrowed $25,000 
from private sources and had deliberately
omitted such liability from their statement to 
the First National Bank.
Under the circumstances, the auditing firm 
could not properly advise the banker of the 
false balance sheet, but the banker should 
have accepted the manufacturer’s balance 
sheet subject to verification, and should also 
have demanded a complete copy of the aud­
itor’s report. He should also have reserved 
the right to question the auditor, and to re­
ceive any and all information in his posses­
sion.
The banker should be protected against a 
person or company borrowing money upon 
false representation, and the only sure way 
the banker can be protected is to reserve the 
right to full information from the auditor.
Furthermore, the banker should see to it 
that he does get such information. The 
amount of falsification and omission in state­
ments presented to banks for the purpose of 
credit is appalling, and very much greater 
than the average man believes.
I know of one company borrowing large 
sums of money, whose books are audited and 
the statements certified by a large, well- 
known accounting firm, and yet I am cer­
tain that the balance sheet contains more 
than $1,000,000 of absolutely worthless as­
sets, with no reserve set up to offset it. In 
other words, the surplus of that company is 
over-stated by more than $1,000,000.
Such a glaring false representation ought 
to receive the prompt and vigorous attention 
of both the accounting profession and the 
bankers.
In all cases, the banker should demand a 
detailed statement of both accounts receiv­
able and accounts payable, properly aged.
And, before I forget it, let me say that the 
banker should accept no statement from a 
borrower until the borrower has himself 
signed such statement and certified that it 
is correct.
I have known business men to submit por­
tions of an auditor’s report to their bank in 
support of their line of credit, and I know 
of no way the banker can protect himself
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against this unless he himself reserves the 
right and actually does consult the account­
ant in regard to such report.
It goes without saying that the banker 
should require comparative balance sheets 
and comparative profit and loss statements. 
In many cases, detailed supporting schedules 
of certain expense items should also be re­
quired.
I think that, when a bank is called upon to 
extend a line of credit and renew loans, it 
is very proper for the banker to inquire into 
the salary list of the officers, and into many 
other items of expense. It seems needless 
for me to enumerate the various elements of 
a balance sheet and other statements which 
should receive the close scrutiny of the 
banker. Every item of a balance sheet 
should be analyzed by the banker, or by the 
accountant for him.
Of course, some bankers think they are 
accountants, but the average banker who 
thinks so is only fooling himself. If a banker 
really wishes to be progressive and develop 
a large, successful financial institution, his 
first requirement is to recognize his own 
limitation, and not to undertake to do things 
that an outside expert can do much better.
I grant you that a banker should know 
accounting, but the average banker does not.
In my own business, there are quite a num­
ber of functions that I do not know very 
much about, and I am not ashamed to say 
that I do not. I am not going to pretend 
that I am a master sales manager, but rather 
I am going to acknowledge my own limitation 
in that particular line and hire the man who 
can do the business and do it right.
I think the time has come when it is not 
sufficient that a banker adopt the conserva­
tive policy of loaning money only when the 
financial condition of the borrower indicates 
that the banker can not possibly lose. I do 
not recommend that the banker should be 
careless and take long changes in making 
loans, but the banker should be vitally inter­
ested in each and every business enterprise 
in his community, and should use his utmost
intelligence and resources to place himself in 
a position to serve such business interests as 
they deserve.
Sometimes desirable loans are refused be­
cause the business man does not know what 
information the banker must have and be­
cause the banker does not know how to make 
the necessary investigation. In such cases 
the services of the Certified Public Account­
ant are particularly valuable, both to the 
banker and to the business man.
I am frank to say that I do not think that 
the business man is getting the greatest 
benefit and the utmost cooperation from 
either his banker or his accountant, unless 
all three can work together and cooperate on 
the problems which constantly arise in mod­
ern business.
As for the accountants, I think they should 
make a greater effort to understand the view­
point and requirements of the bankers. I 
have often said that no man can be an execu­
tive until he thinks like an executive, and, so 
no accountant can be of much help to the 
banker until he thoroughly understands the 
banker’s viewpoint.
Now I must close, and I presume you all 
wonder why I have not given you a long 
enumerated list of concrete suggestions re­
garding the form of balance sheets, statistics 
and graphic charts to be presented. I want 
to say that I could have given you such a list 
and such suggestions, but they would have 
been worthless to you. There are certain 
fundamental principles common to all busi­
nesses, and certain pro forma methods of 
preparing statements, but it is just as foolish 
to undertake to make all balance sheets alike 
as it would be to make all graphic charts 
alike in appearance.
The important thing is to present informa­
tion in an intelligent manner. I have seen 
many accountants who sacrificed clarity and 
common sense in order to present an exhibit 
depicting a high degree of accounting sci­
ence and theory.
In closing, let me recommend that a joint 
committee of six members be appointed to
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investigate the opportunities for cooperation 
between the banker, the Certified Public Ac­
countant, and the business man. This com­
mittee should also investigate the various 
kinds and classes of information required by 
bankers in their financial relations with the 
business public, and should also develop sug­
gestions as to the most effective sources for 
the banker to secure such information.
Suggestions should also be made as to how 
the banker may investigate and verify vari­
ous kinds and classes of information fur­
nished him. Investigation might also be 
made as to what extent and under what cir­
cumstances the bankers and the accountants 
can cooperate in assisting the permanent 
financing of both new and old business con­
cerns.
This committee should consist of three 
members appointed by the Wisconsin Society 
of Certified Public Accountants, and three 
members appointed by the Wisconsin Bank­
ers Association.
The accountants’ society and the bankers’ 
association should each make an appropria­
tion of some amount, say five hundred dol­
lars, making a total fund of one thousand dol­
lars, to be placed at the disposal of this com­
mittee.
I think it would be well if this could be a 
permanent standing joint committee, to be 
active year after year, and I feel certain that 
it would be a continuous source of informa­
tion and a benefit both to the bankers and 
to the accountants. Such a committee can 
find innumerable ways for the education of 
the banker, the accountant and the business 
man, as to the problems of each and as to 
the many opportunities for joint cooperation 
and the benefits that are certain to result 
therefrom.
It is highly appropriate that the progres­
sive State of Wisconsin should take the lead 
in the cooperative plan here suggested, which 
is so urgently needed by the American busi­
ness world.
THE C. P. A. GAINING PRESTIGE
The fame of the certified public account­
ant is spreading and being spread. Late evi­
dence is found in an announcement of the 
extension of The Brookmire Economic Serv­
ice to cover Agricultural Research Service, 
and in these words: “In these days of spe­
cialization every business executive realizes 
that routine problems must be delegated to 
others so far as possible. You have your 
lawyer, your certified public accountant, but 
the Brookmire Agricultural Research Serv­
ice fills a need more frequently felt.” They 
also make this very appropriate comment, 
“Before you employ a * * * accountant 
* * * to  fill any capacity you first examine 
his record carefully. * * * The business 
man is rapidly being educated to rely upon 
the State for guidance in selecting an ac­
countant for a professional engagement by 
retaining certified public accountants to serve 
him.”
The Brookmire Economic Service is an­
nounced to cover through text, data, and 
graphic charts:
1. A monthly agricultural survey.
2. A monthly survey of the trend of 
farm prices and market volume.
3. Monthly and semi-annual surveys 
of farm income by sections or districts, 
with comparison, and showing availabil­
ity for spending.
4. Semi-annual summaries of world 
wheat and cotton conditions.
Noticeable among the staff of five per­
sons involved in this survey work are a for­
mer Dean of the School of Commerce of the 
Oklahoma State College (previously an in­
structor in Economics at Northwestern Uni­
versity), and a former Dean of the School 
of Traffic and Transportation of the La Salle 
Extension University. The subscribers are 
shown to be banks, railroads, publishers, 
manufacturers, agricultural colleges, farm 
bureau organizations, life insurance com­
panies, fire insurance companies and mail­
order houses, etc.
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Proposed Michigan State C. P. A. Law
Based on Conclusions Reached a t the W ashington 
Conference, December 3, 1924. Prepared 
for Presentation to Michigan 
Legislature, 1925.
An act to establish the Michigan State Board of 
Accountancy, to grant the Board the usual and 
necessary adm inistrative powers, to define a pub­
lic accountant, to define the status of a certified 
public accountant, to prescribe conditions under 
which firms and corporations may practice public 
accounting, to provide for the granting and issuing 
of certificates to accountants who qualify under the 
provisions' of this act, to provide for revoking and 
cancelling certificates so issued, to provide an an­
nual registration fee, to regulate the practice of 
public accounting, to prohibit the practice thereof 
by nonregistered persons, to provide for the em­
ployment of nonregistered persons, and to provide 
a penalty for violations of its provisions.
The People of the State of Michigan Enact:
Section 1. W ithin sixty days after this act takes 
effect, the Governor shall appoint three citizens of 
the United States who are residents of this state, 
who, together with himself as an ex-officio mem­
ber of the Board, shall constitute and serve as the 
Michigan State Board of Accountancy, hereinafter 
called the Board. Two members of the Board first 
appointed shall be selected by the Governor from 
a list of six names of certified public accountants 
holding certificates obtained in this state, who have 
been practicing in the state for a t least five years, 
which list shall have been nominated to him by 
the Michigan Association of Certified Public Ac­
countants at least th irty  days prior to the appoint­
ment, one of whom shall be appointed for a term 
ending July first, nineteen hundred twenty-seven, 
and one for a term  ending July first, nineteen hun­
dred twenty-eight, and, upon the expiration of each 
of said term s and of each succeeding term, a mem­
ber shall be appointed for a term  of three years. 
Each successor to these two members shall be 
selected from a list of three certified public ac­
countants holding certificates obtained in this state, 
who have been practicing in this state for a t least 
five years, nominated to him by the Michigan As­
sociation of Certified Public Accountants a t least 
th irty  days prior to the date of appointment. One 
member of this Board shall be a practicing a tto r­
ney, in good standing in the courts of the state, 
appointed in the first instance for a term  ending 
July first, nineteen hundred twenty-nine, and, upon 
the expiration of said term  and of each succeeding 
term, a member shall be appointed for a term of
three years, such successors to be practicing a tto r­
neys in good standing as hereinbefore mentioned. 
Each member of the Board shall receive a certifi­
cate of appointment from the Governor and, be­
fore entering upon his duties, he shall file with the 
Secretary of State the constitutional oath of office. 
Any member of the Board may be removed by the 
Governor for misconduct, incompetency, or neglect 
of duty, but only after he has had an opportunity 
to be heard in his own behalf. Any vacancy tha t 
may occur for any cause shall be filled by the 
Governor for the unexpired term under the same 
conditions that govern regular appointments. 
Every member shall hold office until his successor 
is appointed and qualifies.
Section 2. The Board, being charged with the 
responsibility for the adm inistration of this act, 
shall have power to design and use a seal, compel 
the attendance of witnesses, administer oaths, take 
testimony and receive proofs concerning all m at­
ters within its jurisdiction. The Board shall an­
nually elect one of its accountant members as 
chairman and one as secretary, while the lawyer 
member shall be designated as counsel. The Board 
shall formulate rules for its guidance, not incon­
sistent with the provisions of this act, and print 
the same for distribution on request. The Board 
may prescribe a standard of professional conduct 
and formulate rules defining unethical practice for 
public accountants. Every person practicing as a 
public accountant in the state, as described in Sec­
tion 3, shall be governed and controlled by the 
rules and standards adopted by the Board. Two 
members shall constitute a quorum a t any meeting 
of the Board for which a notice of three days has 
been given by the chairman or secretary. If less 
notice is given, three members must be present. 
Meetings of the Board, a t which examinations will 
be given, shall be held at least twice each year. 
The times and places for holding said examinations 
shall be advertised a t least three consecutive days 
in daily newspapers published in five different 
cities, a t least th irty  days prior to the dates of 
such examinations, and notices of the same shall 
be mailed to all certificate holders and to all ap­
plicants for certificates under this act. The Board 
may require applicants to appear in person to an­
swer questions or produce evidence to sustain 
facts which will determine whether the qualifica- 
tions of the applicant are as prescribed by this act 
and the rules of the Board.
The Board shall charge each applicant for any 
certificate a fee of twenty-five dollars. The fee
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shall accompany the application, which must be 
made on a blank provided by the Board. All 
money received by the Board shall be paid into the 
state treasury. The members of the Board shall 
receive as compensation for their services ten dol­
lars per day for the time actually spent, and the 
necessary expenses incurred in the discharge of 
their duties as members of the Board. All bills 
for compensation and expenses shall be allowed 
in  open meeting of the Board and referred to the 
s ta te  officials for payment in the manner prescribed 
by law. All money paid into the state treasury in 
any year in excess of expenditures shall be noted 
in the budget required by the accounting system 
of the state.
The Board shall make an annual report to the 
Governor. The Board shall keep all applications 
filed, all documents under oath, a record of its pro­
ceedings, and shall m aintain a register of the 
names and addresses of all persons applying for 
•and of those receiving certificates under this act, 
any of which, or a certified copy thereof, shall be 
prima facie evidence of all m atters covered by 
them.
The Board shall, in December of each year, issue 
a registration card to any holder of a C. P. A. cer­
tificate, or to any holder of a certificate of author­
ity, which card shall be good until December 
thirty-first of the next succeeding year, charging 
therefor a fee of five dollars. Interim  registra­
tions shall be issued to individuals, firms, and cor­
porations who have complied with the provisions 
of this act within the year. A registration card 
shall also be issued to any firm or corporation 
which has complied with the provisions of Section
3, for which a fee of five dollars shall be charged. 
The Board shall, in January of each year, prepare 
a  printed register which shall contain, following 
a  copy of this act, an alphabetical list of the names, 
certificate numbers, business connections and ad­
dresses of all certified accountants to whom such 
registration cards have been issued for tha t year, 
and an alphabetical list of the names of the firms 
of certified public accountants to whom such regis­
tration cards have been issued for tha t year, to­
gether with an alphabetical list of the names, cer­
tificate numbers, business connections and ad­
dresses of all holders of certificates of authority 
to whom such registration cards have been issued 
for that year, and an alphabetical list of the firms 
and corporations practicing public accounting to 
whom such registration cards have been issued for 
th a t year. A register shall be mailed to every 
person listed therein, to every county clerk, pro­
bate clerk, circuit court clerk and bank cashier in 
the state, and to such other persons or concerns as 
the Board, in its discretion, may determine is for
the public welfare. This register shall contain at 
the beginning the following statem ent: "Any per­
son receiving this list is requested to send the sec­
retary  of the Michigan State Board of Accountancy 
the name and address of any person, firm, or cor­
poration, known to be practicing as a public ac­
countant whose name does not appear in this reg­
ister. The names of persons giving such inform a­
tion will not be divulged.” Failure to secure a 
registration card for any year shall not disqualify 
the holder of a certificate from securing a card 
for a future year, if the certificate holder decides 
to re tu rn  to the practice of public accounting. 
When registration cards are secured after the an­
nual register is issued, such individuals shall not 
be subject to the penalty prescribed in Section 7, 
provided the cards were secured prior to charges 
having been preferred against them th a t they were 
practicing unlawfully.
Section 3. A person, either individually, or as a 
member of a firm or corporation, engages in prac­
tice as a public accountant, within the meaning and 
intent of this act: (a) Who holds himself or herself 
out to the public in any manner as one who is 
skilled in the affairs of commerce and finance, par­
ticularly in the knowledge, science, and practice 
of accounting as relating thereto, and as qualified 
to render professional service as a public account­
ant for compensation; or (b) who maintains an 
office for the transaction of business as a public 
accountant, or who, except as an employe of a 
public accountant, practices accounting, as dis­
tinguished from bookkeeping, for more than one 
employer; or (c) who offers to prospective clients 
to perform for compensation, or who does perform 
on behalf of clients for compensation, professional 
services tha t involve or require an audit or verifi­
cation of financial transactions and accounting rec­
ords; or (d) who prepares or certifies for clients, 
reports of audit, balance sheets, and other financial 
accounting and related schedules, exhibits, state­
ments, or reports which are to be used for publi­
cation or credit purposes, or are to be filed with 
a court of law or any other governmental agency, 
or for any other purpose; or (e) who, in general or 
as an incident to such work, renders professional 
assistance for compensation in any or all m atters 
relating to accounting procedure and the record­
ing, presentation and certification of financial facts.
Any person who has received from the Board a 
certificate of his qualifications to practice as a cer­
tified public accountant, as hereinafter provided 
shall be styled and known as a “certified public 
accountant” and no other person shall assume to 
use such title or the abbrevation “C. P. A.” or any 
other word, words, letters or figures to indicate 
tha t the person using the same is a certified public
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accountant. The terms “chartered accountant” 
and “certified accountant” and the abbreviation 
“ C. A.” are specifically prohibited, as being prima 
facie misleading to the public. Any person who 
has received from the Board a certificate of au­
thority, as hereinafter provided, shall be styled 
and known as a “public accountant” and no other 
person, other than a certified public accountant, 
shall assume to use such designation or any other 
designation to indicate tha t such person is entitled 
to practice as a public accountant.
If and when the Board shall have prescribed a 
standard  of professional conduct or shall have 
form ulated rules defining unethical practice for 
public accountants, the same shall be printed as 
p a rt of the application blank for either certificate 
or registration card and every applicant for either 
a  certificate or registration card shall subscribe to 
the same when making application. Before the 
Board issues a certificate to any person under this 
act, such person shall file with the Board the fol­
lowing oath or affirmation, which has been taken 
before an officer authorized to administer oaths: 
“ I do solemnly swear (or affirm) tha t I will sup­
port the Constitution of the United States and the 
constitution of this state, and tha t I will faith­
fully perform and discharge the duties of a certified 
public accountant (or public accountant) to the 
best of my ability and in accordance with the law.”
No person may legally practice in the state as a 
certified public accountant or as a public account­
ant, either in his or her own name, under an as­
sumed name, as a member of a firm, or as an offi­
cer of a corporation, unless he or she shall have 
been granted a certificate by the Board and secured 
a  registration card for the current year.
Except by written permission of the client, or 
person, or firm, or corporation employing him, or 
the heirs, successors or personal representatives of 
such employer, a certified public accountant, or a 
public accountant, or a person employed by a cer­
tified public accountant or a public accountant 
shall not be required to, and shall not voluntarily, 
disclose or divulge information of which he or she 
may become possessed relative to and in connec­
tion with any examination, audit of, or report on 
any books, records or accounts which he or she 
may be employed to make. The information de­
rived from or as the result of such professional 
service shall be deemed confidential and privileged, 
provided, however, tha t nothing in this paragraph 
shall be taken or construed as modifying, changing 
or affecting the criminal or bankruptcy laws of this 
sta te  or of the United States.
All persons practicing individually or under an 
assumed name, all firms, and all corporations en­
gaged in public accounting and intending to con­
tinue to so practice, must register with the Board, 
before January first, nineteen hundred twenty-six, 
giving the names and addresses of every person 
practicing as principal or under such assumed 
name, the names and addresses of every member 
of the firm, and the names and addresses of every 
officer of the corporation, together with the names 
and addresses of all persons in their employ at 
tha t date who hold C. P. A. certificates. No 
charge shall be made for this registration.
Any firm, every member and manager of which 
is a certified public accountant, after registering 
the firm name with the Board, may use the desig­
nation “certified public accountants” in connec­
tion with the firm name, provided th a t whenever 
the firm name is so used the names of all members 
and managers thereof, resident in the state, shall 
be indicated and the names of members not resi­
dent in  the state may be indicated if such mem­
bers hold certificates issued by the Board. When 
firms so registered secure annual registration 
cards, the name of the firm shall be listed in the 
annual register together with the names of the 
members and managers thereof, resident in the 
state, with the designation C. P. A. after each 
name, and the names of non-resident members who 
hold certificates issued by the Board may also be 
listed.
All other firms may use the designation “public 
accountants” in connection with the firm name, 
provided that whenever the firm name is so used 
the names of all members and managers thereof, 
resident in the state, shall be indicated and the 
names of members not resident in the state may be 
indicated if such members hold certificates issued 
by the Board. When firms so registered secure 
annual registration cards, the name of the firm 
shall be listed in the annual register together with 
the names of the members and managers thereof, 
resident in the state, every certified public ac­
countant being indicated by the initials C. P. A., 
and the names of non-resident members who hold 
certificates issued by the Board may also be listed.
An assumed name, in use prior to January first, 
nineteen hundred twenty-five, may be used the 
same as a firm name provided the individual per­
sons practicing as principal under tha t name hold 
certificates issued by the Board and provided such 
persons have complied with act number one hun­
dred one of the Public Acts of nineteen hundred 
seven.
Corporations, securing certificates of authority  
as provided in Section 5, may use the designation 
“public accountants” in connection w ith the cor­
porate name, provided th a t whenever the corporate 
name is so used the names of the president, secre­
tary, and manager of its public accounting depart­
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ment shall be indicated, at least one of whom shall 
be a certified public accountant. When corpora­
tions so registered secure annual registration cards, 
the name of the corporation shall be listed in the 
annual register together with the names of the 
president, secretary and manager of its public ac­
counting department, every certified public ac­
countant being indicated by the initials “C. P. A.”
Section 4. The Board shall issue a certificate as 
a certified public accountant to each applicant who 
passes a satisfactory examination in theory of ac­
counts, practical accounting, auditing, commercial 
law, economics and public finance, and in any other 
related subjects which the Board may deem it 
advisable to give, provided the applicant has com­
plied with the requirements of this act and the 
rules of the Board.
Applicants for a certificate as a certified public 
accountant must be citizens of the United States, 
or persons who have declared their intention of 
becoming such, who reside within the state or who 
have a place for the regular transaction of busi­
ness therein, who are over the age of twenty-one 
years and of good moral character. Applicants 
who have declared their intention of becoming citi­
zens and who pass the examination shall be 
granted a certificate of authority valid, subject to 
the annual registration, for a period of six years 
from the date of such declaration of intention. 
When evidence is furnished the Board that citizen­
ship is completed, the certificate of authority shall 
be canceled and a certificate as a certified public 
accountant issued to the holder. If evidence is 
not furnished the Board th a t citizenship is com­
pleted, the certificate of authority shall be auto­
matically revoked by the Board. The Board shall 
have power to extend the certificate of authority 
if a sufficient cause for delay is shown.
Applicants for a certificate as a certified public 
accountant must have completed at least a four- 
year high school course of study or have received 
an equivalent education prior to the date of appli­
cation, the value of equivalents offered to be de­
termined by the Board. Said applicants must have 
had at least four years continuous practical experi­
ence in public accounting immediately preceding 
the date of application, the efficiency of the experi­
ence to be judged by the Board. The Board may 
accept evidence of sufficient technical education in 
accountancy in lieu of one year of public account­
ing experience, and the requirement as to continu­
ous experience immediately preceding the date of 
application may be waived if the applicant has had 
six years of practical experience in public account­
ing, the last year of which immediately preceded 
the application.
The Board may, in its discretion, issue a certifi­
cate as a certified public accountant to any appli­
cant who holds a valid and unrevoked certificate 
as a certified public accountant issued by or under 
the authority of another state or political subdi­
vision of the United States, or who holds a valid 
and unrevoked certificate as a chartered account­
ant issued by or under the authority of a foreign 
country, provided the applicant has complied with 
the requirements of this act and the rules of the 
Board, and the original certificate was secured as 
the result of an examination which in the judg­
ment of the Board was the equivalent of the stand­
ard established by it or the holder has been main­
taining an office for the practice of public account­
ing under the authority of such certificate for a 
period of ten years.
Whenever the holder of a certificate of examina­
tion issued by the Board under the provisions of 
Section 6, has had at least two years continuous 
practical experience in public accounting, the effi­
ciency of which shall be judged by the Board, an 
application may be filed, accompanied by the regu­
lar fee, and, if a satisfactory examination is passed 
in practical accounting and public auditing, the 
Board shall issue the applicant a certificate as a 
certified public accountant, provided the applicant 
has complied with the requirements of this act and 
the rules of the Board.
Any certificate and registration card granted to  
the holder thereof, issued under this section, may 
be revoked and canceled, or suspended for a defi­
nite period, or the holder thereof may be officially 
censured by the Board after a hearing, for reasons 
indicated in Section 7, or for unprofessional con­
duct, or for unethical practice, or for certifying to 
a false or fraudulent statem ent, or for any other 
sufficient cause, provided tha t written notice shall 
have been mailed to the holder of such certificate, 
a t his last known address, a t least th irty  days 
before any hearing thereon, stating the charge 
which has been preferred and appointing a time 
for a hearing by the Board. At all such hearings, 
the Attorney General of the state, or an assistant 
designated by him, shall be present and represent 
the interests of the  public. The certificate holder 
shall have the right to be represented by counsel.
Section 5. The Board shall issue a certificate of 
authority  to practice as a public accountant to each 
applicant before January first, nineteen hundred 
twenty-six, who is a citizen of the United States, 
or who has declared his intention of becoming 
such, who resides within the state, or who has a. 
place for the regular transaction of business there­
in, who is over the age of twenty-one years and of 
good moral character, and who furnishes satis-  
factory evidence tha t he or she was m aintaining 
an office in the state for the practice of public ac­
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counting on his or her own account January first, 
nineteen hundred twenty-five, and has been in con­
tinuous practice, during the whole or a portion 
of the regular business hours of each day, as a 
public accountant in the state since tha t date, or, 
th a t he or she had been in responsible charge of 
accounting engagements as an employed member 
of the staff of a certified public accountant, or of 
a public accountant, or of a firm of public account­
ants, or of a corporation practicing public account­
ing in the state, for a period of a t least four years 
immediately prior to the passage of this act. All 
certificates of authority, issued to persons who 
have declared their intention of becoming citizens 
of the United States, shall be valid, subject to the 
annual registration, for a period of six years from 
the date of such declaration of intention. If evi­
dence is not furnished the Board that citizenship 
is completed, the certificate of authority  shall be 
autom atically revoked by the Board. The Board 
shall have power to extend the certificate of au­
thority  if a sufficient cause for delay is shown.
Any corporation, organized under the laws of 
this state, which was, under the authority of its 
articles of incorporation and in accordance with 
the laws of the state, practicing public accounting 
as described in Section 3, in the state January 
first, nineteen hundred twenty-five, may apply for 
a certificate of authority to practice public account­
ing and the Board shall issue one in accordance 
with the provisions of this act.
The Board shall require the same information 
from each applicant for a certificate of authority 
as it requires from an applicant for a certificate 
as a certified public accountant. Applicants for 
certificates of authority  shall comply with the re­
quirements of this act and the rules of the Board, 
in so far as they are applicable. No certificate of 
authority  shall be granted after January first, nine­
teen hundred twenty-six, except, as provided in 
Section 4, to persons who have passed an examina­
tion as a certified public accountant and who have 
not yet secured their full citizenship papers. Cer­
tificates of authority confer the legal righ t to prac­
tice as a public accountant but do not confer any 
added title  or designation.
Certificates, and registration cards granted to 
the holders thereof, issued under this section may 
be revoked and canceled, or suspended for a defi­
nite period, or the holders thereof may be officially 
censured by the Board for the same reasons and 
under the same conditions as are provided in Sec­
tion 4 for revoking certificates and registration 
cards issued to certified public accountants.
Section 6. The Board shall issue a certificate of 
examination to each applicant who successfully 
passes the prescribed examination in theory of ac­
counts, cost accounting, commercial law, auditing, 
economics and public finance, and in any other re­
lated subjects which the Board may deem it ad­
visable to give, provided the applicant, in addition 
thereto, is a citizen of the United States, twenty- 
one years of age, a resident of the state, of good 
moral character, a graduate of a high school with 
a four-year course of study or has received an 
equivalent education, and is either a graduate from 
a four-year college or university course in business 
adm inistration of a standard grade, or its equiva­
lent, or has had four years of practical accounting 
experience of a character needed to qualify one to 
act as an internal auditor, the Board to judge as 
to the educational and experience qualifications.
Certificates of examination do not confer any 
added title  or designation but perm it the holder 
to take the examination provided in Section 4 for 
a certificate as a certified public accountant when 
he or she has had a t least two years continuous 
practical experience in public accounting, the effi­
ciency of which shall be judged by the Board.
Section 7. Any person, (a) who shall use any 
other term  than certified public accountant, or the 
abbreviation C. P. A., to indicate th a t he or she is 
a public accountant with a specially granted title; 
or (b) who shall announce by printed or w ritten 
statem ent tha t he or she holds membership in any 
society, association or organization of professional 
public accountants, unless such society, association 
or organization has been officially recognized by 
the Board; or (c) who shall, when practicing un­
der an assumed name, or as a member of a firm, 
or as an officer of a corporation, announce, either 
in writing or by printing, tha t the assumed name, 
firm, or corporation is practicing as a certified 
public accountant; or (d) who shall, as a member 
of a firm announce, either in writing or by prin t­
ing, tha t the firm is practicing as “certified public 
accountants” unless all members of the firm are 
holders of state granted C. P. A. certificates and 
the firm is registered with the Board; or (e) who 
shall, as a member of a firm, announce, either in 
writing or by printing, th a t the firm is practicing 
as “public accountants” unless all members of the 
firm, resident in the state, are holders of certifi­
cates granted by the Board and the firm is regis­
tered with the Board; or (f) who shall, as an offi­
cer of a corporation, permit it to practice public 
accounting unless it has received a certificate of 
authority  from the Board and is registered with 
the Board; or (g) who shall, as an officer of a 
corporation, perm it it to practice as a public ac­
countant unless either the president, secretary, or 
manager of its public accounting departm ent is 
the holder of a certificate as a certified public ac­
countant; or (h) who holds himself or herself out
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to the public as a certified public accountant or 
who assumes to practice as a certified public ac­
countant unless he or she has received a certifi­
cate as such from the Board; or (i) who holds 
himself or herself out to the public as a public 
accountant or who assumes to practice as a public 
accountant unless he or she has received a certifi­
cate of authority  from the Board; or (j) who shall 
practice as a certified public accountant or as a 
public accountant after his or her certificate has 
been revoked; or (k) who shall, as an individual, 
or as a member of a firm, or as an officer of a 
corporation, practice or permit the firm or cor­
poration to practice as a certified public account­
ant or as a public accountant unless a registra­
tion card has been secured for the current year: 
or (l ) who shall sell, buy, give or obtain an alleged 
certificate as a certified public accountant, or a 
certificate of authority or a registration card in 
any other manner than is provided for by this 
act; or (m) who shall attem pt to practice as a 
certified public accountant or as a public account­
ant under guise of a certificate not issued by this 
Board; or (n) who shall attem pt to practice as a 
certified public accountant or as a public account­
ant under cover of a certificate obtained illegally 
or fraudulently; or (o) who shall certify to any 
false or fraudulent report, certificate, exhibit, 
schedule or statem ent; or (p) who shall attem pt 
by any subterfuge to evade the provisions of this 
act while practicing as a public accountant; or 
(q) who shall, as an individual or as a member 
of a firm or as an officer of a corporation, permit 
to be announced by printed or written statem ent 
tha t any report, certificate, exhibit, schedule or 
statem ent had been prepared by a certified public 
accountant or by a public accountant when the 
person who prepared the same was not such cer­
tified public accountant or public accountant, shall 
be deemed guilty of a misdemeanor, the penalty for 
which shall be not more than $500.00 for each 
offense, or imprisonment in the county jail for a 
period not exceeding six months, or by both fine 
and imprisonment a t the discretion of the court.
The Board may, if it so elects, revoke and can­
cel any certificate, and registration card granted 
to the holder thereof, issued by it, or suspend the 
same for a definite period, or officially censure the 
holder thereof, should the holder thereof be con­
victed, a t a hearing held as provided in Section 4, 
on any of the above enumerated acts, or it may 
direct tha t action a t court be brought, or it may 
both revoke, suspend, or censure and institute 
action at court.
The display of a card, sign, advertisement, a 
directory listing or the issuance of a letterhead 
bearing a person’s name as a practitioner of public
accounting as described in Section 3, shall be pre­
sumptive evidence by implication, in any hearing 
or prosecution against such person, th a t the per­
son whose name is so carried thereon is respon­
sible for the same and that he or she is announc­
ing himself or herself thereby to practice public 
accounting. In any hearing or prosecution under 
this act, the proof of a single act prohibited by 
law shall be sufficient w ithout proving a general 
course of conduct.
Nothing contained in this act shall apply to 
holders of state granted C. P. A. certificates from 
other states who may be temporarily in this sta te  
on professional business incident to their regular 
practice in the states of their domicile, but with 
neither residence nor office in this state.
Nothing contained in this act shall prevent the  
employment by a certified public accountant, or by 
a public accountant, or by a firm or corporation 
furnishing public accounting services as principal, 
of nonregistered persons to serve as accountants 
in various capacities as needed, provided th a t such 
nonregistered persons work under the control and 
supervision of certified public accountants or ac­
countants with certificates of authority, and pro­
vided further tha t they do not issue any statem ents 
or reports over their own names, except such office 
reports as are customary, and provided fu rth e r 
tha t such nonregistered persons are not in any 
manner held out to the public as public account­
ants as described in Section 3.
Nothing contained in this act shall imply th a t 
a practicing attorney, who in connection with his 
professional work, prepares reports or presents 
records of a form or character usually prepared 
and presented by accountants, has become a public 
accountant within the meaning of this act as de­
scribed in Section 3.
Section 8. The provisions of this act shall not be 
construed to invalidate any certificates heretofore 
granted under act number ninety-two of the Public 
Acts of nineteen hundred five, or act number two 
hundred forty of the Public Acts of nineteen hun­
dred thirteen, or as amended by an act approved 
May second, nineteen hundred seventeen, except 
tha t all certificates of registration and of authority  
issued under the provisions of those acts are here­
by revoked and canceled and the Board is directed 
to issue to the holders thereof, in exchange there­
for, certificates as certified public accountants, 
making no charge therefor.
Should the courts of this state or of the United 
States declare any provision of this act unconsti­
tutional, illegal, or void, such decision shall not 
invalidate any other provision of this act. All 
acts or parts of acts in anywise inconsistent here­
with are hereby repealed.
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DEAN JOHNSON, OF N. Y. U., DIES
Joseph French Johnson, dean of the School 
of Commerce, Accounts and Finance, of the 
New York University and president of the 
Alexander Hamilton Institute, died on Janu­
ary 22, 1925, of angina pectoris at Idylease 
Inn, Newfoundland, N. J.
Dean Johnson, who was seventy-one years 
old, was graduated from Harvard in 1878 
and the following year went to Germany to 
study political economy and history. He was 
later identified with various newspapers, be­
ing at one time financial editor of “The Chi­
cago Tribune.” When Frank A. Vanderlip 
was a machinist in a shop at Aurora, Ill., 
Mr. Johnson met him, lent him books and 
encouraged him to study stenography. Later 
Mr. Vanderlip became Mr. Johnson’s secre­
tary on “The Chicago Tribune.”
Mr. Johnson was appointed dean of the 
School of Commerce, Accounts and Finance 
of the New York University in 1903, to suc­
ceed the late Charles Waldo Haskins, by 
whose initiative and energy the school was 
organized and started on its successful way. 
Under Dean Johnson’s direction the school 
developed until it became the largest of its 
kind in the United States. He became presi­
dent of the Alexander Hamilton Institute in
1909, when it was organized, and continued 
in both offices. Previous to his connection 
with New York University Dean Johnson 
was professor of political economy in the 
Wharton School of Commerce at the Uni­
versity of Pennsylvania for eight years. He 
was also lecturer on finance at Columbia Uni­
versity from 1899 to 1903.
Dean Johnson was the author of “Money 
and Currency,” “Business and the Man” and 
the report oh Canadian currency for the Na­
tional Monetary Commission. He wrote 
many magazine articles and was editor of 
“The Journal of Accountancy” and “The 
Modern Business Series.” At one time he 
made a study of European monetary con­
ditions for the United States Government.
Dean Johnson is survived by his wife and 
two sons, Dr. Redford K. Johnson of 8 East 
Eighth Street and Harold Johnson of Port 
Washington, L. I.
PRACTICING PUBLIC ACCOUNTANT (Certified 
in two prominent states) desires to negotiate 
with established practitioner relative to a part­
nership proposition. New York, Newark, N. J., 
or Philadelphia, Pa., preferred, but not abso­
lutely necessary. Address communications to 
Box 84, care of THE CERTIFIED PUBLIC AC­
COUNTANT.
GROUP OF BURROUGHS, DETROIT CONVENTlO N, SEPTEMBER 13, 1924.
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Accounting Literature
GEORGE E. DEMENT, C. P. A., Lynchburg, Va.
Editor’s Note: The editors do not know 
whether any profession has a “Literature” as 
such. Mr. Dement has, however, certainly 
raised an interesting question.
We will be glad to have the viewpoint of the 
readers of this magazine on this subject.
O NE of the greatest needs of the account- 
ing profession, at the present time, is a 
literature distinctively its own. We have 
many books on the various subjects which 
come under the heading of accountancy but, 
as yet there has not appeared a work which 
might be classed as the “best thought” along 
any one line. This might be considered a 
rather broad statement in view of the emi­
nence of some of our authors. It is not made 
with an idea of disparaging their efforts. 
Just the opposite. There has been so much 
constructive thought advanced by men of 
experience that the time has come when it 
should be codified. At present, it is scattered 
through numerous books, which, generally, 
present only the side of the question accepted 
to be correct by the author. It has been 
noted that in works presenting the particular 
subject from other angles, the authors do not 
state specifically the best method but leave 
it to the individual to accept what he con­
siders best. The need is to bring these vari­
ous thoughts together, gleaning therefrom 
that which is considered the very best of 
each subject considered.
In order that we may have clearly in mind 
just what such an effort would result in, it 
is necessary that we have before us a com­
prehensive definition of the word “litera­
ture.” This is a difficult task, that of defin­
ing a word which covers such a broad field. 
With this in view, the definition must be 
restricted to our specific need. The word 
itself comes from the Latin and means, liter­
ally, the word “letter,” which signifies that 
it includes everything written or printed on 
any particular subject. For our purpose,
this is just exactly what it doesn’t mean. 
If it did, we would have an abundant litera­
ture and there would be no further need of 
doing anything other than to keep on writing 
down our individual ideas of the various sub­
jects that present themselves. We must nar­
row our definition to that which includes 
only the “best thought” emanating from all 
the present and future writings. So, we may 
state that our accounting literature shall con­
sist exclusively of the best utterances of the 
human mind, as handed down in writing. 
Note that our definition uses the singular of 
the word “mind.” This feature can not be 
emphasized too much during our discussion. 
Our literature must be authoritative and such 
provision might be placed in the definition. 
In order that it might be authoritative, no 
individual or group of individuals must be 
outstanding in its compilation. It is psycho­
logical that when one presents an idea, an­
other will immediately attempt to improve 
upon it. This can not be so, if our literature 
is to be a source of authority for doing things 
a certain way.
As a means of approaching the subject in­
telligently, let us consider the literature of 
fiction. After 150 years of existence, our 
country is just producing a fiction which is 
typical of America. This has been caused by 
the fact that writers, hitherto, have had only 
their own initiative to follow, with no prece­
dent. Little by little, the American idea has 
been brought to the fore and we find, more 
and more, the atmosphere of our own coun­
try permeating this type of writing. Here 
we have an excellent example of what might 
be expected in the production of an account­
ing literature. It does not grow overnight, 
nor is it produced by any one or group of 
individuals. It is an emanating or super­
thought which comes from the whole.
Literature of a people is closely analogous 
to their thought life. It is just as ethereal
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as the thought itself, so far as form is con­
cerned. This statement brings up the ques­
tion of what thought is, one quite difficult to 
answer. We generally consider our thought 
life as a very unsubstantial thing and, as far 
as form is concerned, this concept is correct. 
However, there is something else which 
should be considered other than form, a 
something which can not be definitely ex­
plained, although it can be illustrated. What 
is the “Spirit of America” which is so preva­
lent in our great Nation to-day? Surely, not 
something which can be seen and handled or 
measured and weighed. Nevertheless, it did 
not exist 150 years ago. We may state, then, 
that this “Spirit” has come into existence 
purely on the strength of the thought of the 
people. One can not point his finger to any 
single individual or even any group of indi­
viduals and say it was there that this 
“Spirit” originated. And so it will be with 
our profession and the literature or thought 
which will gradually rise out of the mass of 
information which is being put into book 
form by men of experience. In order that 
it may be representative, no individual or in­
dividuals can be distinctively prominent in 
its making. It must be a composite of the 
whole, with a form all its own. We might 
liken this “Spirit” to the corporate form of 
organization. Although a corporation is 
made up of individuals, none of them are 
distinctive, strictly speaking. When the 
Board of Directors meets, a record is kept 
of what transpires, which record is that of 
the Corporation and not that of the individ­
uals on the Board. This record is written by 
the ethereal hand of the artificial person 
called the Corporation.
If, then, this literature must come from the 
“mind” of the profession, the question might 
rightfully be asked, what form of organiza­
tion must exist in order to give it a corporeal 
body. Naturally, the organization must be 
an accounting one and of national promi­
nence. We have two such organizations and 
both will be considered herewith.
The American Institute of Accountants is 
an organization of “members” so styled, after
having met certain requirements, the most 
important of which is that of passing an ex­
amination made up by the organization itself. 
It is an organism, distinctively within itself, 
independent and self-preserving. No out­
side influence need be brought to bear on it 
in order that it may function properly. Its 
findings in any particular case can be con­
clusive so far as it is concerned, although 
such findings may not meet the consensus 
of opinion of the vast majority outside its 
folds. Here, we have an organism and it  
could write with the “ethereal hand,” but 
would it be representative? Our literature 
must be of the “best thought” in our field, 
which infers that its source must be all- 
inclusive and not restrictive. Under this 
test, the Institute fails to provide us a means 
for bringing together the unprejudiced opin­
ions of the profession from which we, as ac­
countants, could formulate a literature.
Our second organization is the American 
Society of Certified Public Accountants. Note 
that this organization is not an organism but 
a Society, and that within itself, there is no 
separate and distinctive entity. This Society 
is one of Certified Public Accountants, a des­
ignation given to any individual who has the 
qualifications to pass certain examinations 
given by the various States and Territories 
of the Union. Its membership does not de­
volve upon one because of its own restrictive 
requirements. To have been licensed by a  
State or Territory is sufficient for member­
ship therein, after paying dues. Therefore, 
it is representative and has within itself the 
making of a national thought which might 
well be conducted along channels from which 
could flow a literature. Not that only mem­
bers of this Society would contribute to this 
end but that the Spirit prevailing such So­
ciety would be more in keeping with the na­
tional idea, and therefore, more representa­
tive of the best thought of the whole pro­
fession.
So, we have a great need and we have a 
means of supplying it. Why not get the one 
at work on the other to the end that this 
tremendous endeavor, and such it is, would 
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get under way. It is a pioneer work which 
we might be proud to undertake although 
it is an arduous task. The profession is not 
too young to make this beginning. Plenty 
has been written from which a general 
concept can be obtained, to which future writ­
ings would be added as time goes on. What 
we need now is to codify these thoughts, put­
ting them into a form which will make them 
available, keeping ever in mind that what is 
wanted is the “best thought” representative 
of the whole profession and distinctive of no 
individual.
MEMBERSHIP OF THE AMERICAN  
SOCIETY
(Continued from the January issue)
W illiam  J. W ilckens, 107 Hadley Avenue, Clifton, N. J.
Hubert Earle Hood, 5615 E ast Sixteenth Street. Oak­
land, Calif. 
M axwell Zabelle, 205 W est Thirty-ninth Street, New  
York City.
Jerome I. Golinko, 205 W est Thirty-ninth Street, New  
York City.
Joseph J. Mulhern, 82 Hancock Street, Dorchester, 
Mass.
Otto I. Boekle, 815 Bates Street, Detroit, Mich.
Chester S. Rohne, 232 Security Building, Pasadena, 
Calif.
Oliver P. Allen, 422 Candler Building, Atlanta, Ga.
David Sherman, 1777 Monroe Avenue, New York City.
Frank Solomon, 40 Broad Street, Boston, Mass.
E ric W urfel, 6440 W oodlawn Avenue, Chicago, I ll.
C. E. Reinhardt, 4222 Thirty-second Street, Cincinnati, 
Ohio.
W illiam  F. Smith, 509 First State Bank Building, 
Waco, Tex.
Lothar T. Konopak, Second National Bank Building, 
Toledo, Ohio. 
Robert A. Hurst, Second National Bank Building, To­
ledo, Ohio.
H. Leo Dalton, Second National Bank Building, Toledo, 
Ohio.
Frederic E. Reeve, 40 Rector Street, New  York City. 
H arry  C. W ildner, 258 Palisade Avenue, Jersey City, 
N. J.
W illiam  D. Jones, 11 South La Salle Street, Chicago, 
I ll.
Herman S. Waldstein, 127 North Dearborn Street, Chi­
cago, I l l .
Vincent D. Allen, 2319 South Jefferson Street, Spokane, 
Wash.
E lijah  Bates, 10911 Tacoma Avenue, Cleveland, Ohio.
Edward Orenge, Hudson Trust Building Hoboken, N. J.
W ilbert A. Smith, 803 University Avenue, Muncie, Ind.
Earl E. Thomas, 420 Citizens Bank Building, Evans­
ville, Ind.
Brice Harold Frazier, P. O. Box 403, San Bernardino, 
Calif.
James W . Oliver, 42 Broadway, New  York City.
Ira  W . Rubel, 360 North Michigan Avenue, Chicago, Ill.
Richard Smethurst, 705-709 Schmidt Building, Toledo, 
Ohio.
Paul A. Blanchard, 1815 Audubon Street, New  Orleans, 
La.
W ilm er D. Zirkle, 1835 East Eighteenth Street, Brook­
lyn, N. Y.
Carl Burton Myers, 2027 Grande Avenue, Cedar Rapids, 
Iowa.
George W . Eckelberry, Commerce Building, Ohio State 
University, Columbus, Ohio.
H. L. Leeson, 9013 W ade Park  Avenue, Cleveland, Ohio.
James Ernest McLaughlin, 1322 First National Soo 
Line Building, Minneapolis, Minn.
Frederick Stanley Staples, 703 Trust Company Build­
ing, Milwaukee, Wis.
H. W . Carroll, 308 Twenty-ninth Street, Seattle, Wash.
Alexander Norman Young, 14 East Jackson Boulevard  
(Lytton Build ing), Chicago, I l l .
H. Hilton Dumbrille, 110 W illiam  Street, New York  
City.
Frank Broaker, 63 Fifth Avenue, New  York City.
Charlton C. W right, 323 Provident Bank Building, Cin­
cinnati, Ohio.
Chester Charles Boldt, Los Lunas, N. M.
Homer C. Stewart, 706 South Market Street, Hoopes­
ton, Ill.
I. S. Silbert, Guardian Building, Cleveland, Ohio.
Frank L. Pollard, Watertown, S. D.
W alter A. Staub, 110 W illiam  Street, New  York City.
Henry Grady Mayhew, 809 F. & M. Bank Building, 
Fort Worth, Tex.
Francis Joseph Masterson, 165 Broadway, New  York  
City.
J. A. Stiver, 121 Real, Intramuros, P. O. Box. No. 1394, 
iManila, P. I.
W . Josiah L. Patton, 1821 Hanover Avenue, Richmond, 
Va.
Frank M. W illiam s, 3246 W arrington Road, Cleveland, 
Ohio.
Louis Carl Weiss, 1192 V irgin ia Avenue, Lakewood, 
Ohio.
Arthur Leonard Nagel, 1816 Taylor Road, Cleveland 
Heights, Ohio.
Ross Kelley Conaway, 2998 Kensington Road, Cleve­
land, Ohio.
W illiam  B. Hatton, 1013 East Eleventh Street, Pueblo, 
Colo.
E dgar L. Unzicker, 459 First National Bank Building, 
E l Paso, Tex.
Thomas Franklin Kennedy, 226 Western Indemnity 
Building, Dallas, Tex.
Forrest Mathis, 226 W estern Indemnity Building, 
Dallas, Tex.
Eliot H. Cheadle, 514 California Bank Building, Los 
Angeles, Calif.
George Frank Meitner, 629 South Spring Street, Los 
Angeles, Calif.
CERTIFIED PUBLIC ACCOUNTANT, well estab­
lished in Northern Indiana, desires to form part­
nership or association with highest grade Public 
Accountants or firm preferably in Indianapolis, 
Detroit or Chicago having large clientele mak­
ing an expansion desirable. Accountant is cer­
tified in Michigan and Indiana, member of the 
American Institute, The American Society of 
Certified Public Accountants and National As­
sociation of Cost Accountants. If  you are con­
sidering such a consolidation of forces for the 
purpose of increasing the working facilities and 
sphere of activity of all concerned, write fully, 
addressing Box 100, THE CERTIFIED PUBLIC 
ACCOUNTANT, Woodward Building, Washing­
ton, D. C.
The Office Equipment Industry
N o w  O f f e r s  Its C o o p e r a t i v e  C a t a l o g u e
- to help Accountants serve their clients -
“Th ere  are m any adding m a­
chines made. W h ich  one best 
fits m y clients’ needs ?”
“C an ’t w e  find a better system  
fo r  keeping Jones’ cost rec­
ords?”
“W h a t  kind of a filing cabinet 
does Smith need and w ho m akes 
it?”
These are everyday  questions. 
W h e n  they arise  the average  
accountant is in a quandary .
W r it in g  to a ll the m akers he 
can th ink of involves both in ­
convenience and delay. T ru s t ­
in g  to m eager cata logue  files or 
the advice o f friends often  
m eans incom plete in form ation .
I N a spirit of service to those ac­
countants whose business it is to 
recommend efficient methods of 
handling business routine, the lead­
ing office equipment manufacturers 
have co-operated to produce Office 
Equipment Catalogue.
Not a catalogue, really, in the ac­
cepted sense of the term. For a 
cooperative catalogue is not pri­
marily sales literature. 
sincere effort to picture 
and elucidate clearly— 
in condensed form— 
the many different 
types of Devices, Sup­
It is a
plies, Equipment and Services that 
contribute to modern office effici­
ency, and the better systems that 
can be effected through their ap­
plication.
A c c o u n t a n t s  w h o  r e c e i v e d  t h e  F i r s t  
E d i t i o n  I a s t y e a r  w i l l  u n d o u b t e d l y  
d e s i r e  t o  k e e p  t h e i r  l i b r a r y  u p  t o  
d a t e .  E a c h  s u c c e e d i n g  e d i t i o n  c o m ­
p l e m e n t s  t h e  i s s u e s  t h a t  h a v e  p r e ­
c e d e d  i t .  T h o s e  w h o  r e c e i v e d  f r e e  
c o p i e s  o f  t h e  F i r s t  E d i t i o n  w i l l  n o t  
r e c e i v e  a  n e w  C a t a l o g u e ,  f r e e ,  f o r  
f i v e  y e a r s  i n  a c c o r d a n c e  w i t h  o u r  
p l a n  o f  d i s t r i b u t i o n .
T h e  C A T A L O G U E  i s  s t a n d a r d i z e d  
a s  t o  s t y l e .  A l l  g e n e r a l  c l a i m s ,  e x ­
a g g e r a t e d  s t a t e m e n t s  a n d  d i s p l a y  
m a t e r i a l  a r e  e x c l u d e d .  A  c o m p l e t e  
c l a s s i f i e d  d i r e c t o r y  a n d  i n d e x  o f  
p r o d u c t s  i s  i n c l u d e d .  B o u n d  i n t o  
o n e  h a n d y  v o l u m e  f o r  c o n v e n i e n t  
r e f e r e n c e ,  Of f i c e  E q u i p m e n t ,  C a t a ­
l o g u e  i s  a  h u g e  f i l e  o f  i n d i v i d u a l  
c a t a l o g u e s ,  a b s t r a c t e d ,  i n d e x e d  
a n d  a s s e m b l e d  w i t h i n  t h e  c o v e r s  
o f  a  s i n g I e  b o o k .
H e r e ,  f o r  i n s t a n c e ,  y o u  w i l l  
f i n d  a  c o n c i s e  d e s c r i p t i o n  o f  t h e  
d i f f e r e n t  t y p e s  o f  v i s i b l e  c a r d  
r e c o r d s  a n d  t h e  a d v a n t a g e s  e a c h  
c a n  o f f e r  t o  t h e  p r o b l e m  
i n  h a n d .  I n  a n o t h e r  
s e c t i o n  y o u  w i l l  f i n d  a c ­
c o u n t i n g  m a c h i n e s ,  o r  
f i l i n g  e q u i p m e n t  o r  
l o o s e  l e a f  d e v i c e s .  A n d
e v e r y  s t a t e m e n t  i s  a u t h o r i t a t i v e —  
w r i t t e n  b y  t h e  m a n u f a c t u r e r  a n d  
e d i t e d  b y  a  c o m m i t t e e  a p p o i n t e d  
b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  
O f f i c e  A p p l i a n c e  M a n u f a c t u r e r s .  
E v e n  a  s e c t i o n  o f  b u s i n e s s  b o o k s  
a n d  p u b l i c a t i o n s  h a s  b e e n  a d d e d .
I n  i t s  a t t r a c t i v e  l e a t h e r o i d  b i n d ­
i n g ,  O f f i c e  E q u i p m e n t  C a t a l o g u e  c a n  
b e c o m e  y o u r  p e r m a n e n t  r e f e r e n c e  
w o r k  o n  of f i ce  e q u i p m e n t  a n d  s y s ­
t e m s .  T h e  c o u p o n  w i l l  b r i n g  y o u r  
c o p y  o f  t h e  e n l a r g e d  S e c o n d  E d i t i o n .  
E x a m i n e  i t  c a r e f u l l y .  I f  i t  w i l l  
p e r f o r m  t h e  s e r v i c e  f o r  w h i c h  i t  w a s  
i n t e n d e d ,  r e m i t  t h e  p r o d u c t i o n  c o s t  
o f  $ 3.00.  O t h e r w i s e  r e t u r n  i t  a t  o u r  
e x p e n s e .
Send this Coupon
A cooperative undertaking sponsored by the  
National Association o f Office Appliance Manufacturers 
O ffice E q u ip m en t C a ta logue, In c .
21 E a s t  H u r o n  S t .
C hicago, I ll.
G entlem en : P le ase  send m e th e  new Second 
E d ition  of Office E qu ipm ent C ata logue . If it  
is com pletely  sa tis fa c to ry  I w ill rem it th e  p ro ­
duction  cost of $3.00 w ith in  five days. O th e r­
w ise I w ill re tu rn  it  a t  y o u r expense.
Nam e ......................
P o sitio n  ..................
F irm  N am e ...........
L ine of B u sin ess  
A d d ress  ..................
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C. P. A. EXAMINATIONS
P R E P A R E  F O R  T H E M  A T  T H E
Post Graduate School of 
Accountancy (N. Y. City, N. Y.)
F o u n d e d  1912
230 N. Y. C. P. A.’s 
50 C. P. A.'s of other States 
Have Done So.
RESIDENT COURSE—Begins Feb­
ruary 24, 1925, for examinations 
of May, 1925.
CORRESPONDENCE COURSE—To
last 15 weeks, for examinations of 
any State.
Descriptive Pamphlet sent on request.
W r i te  to
Paul-Joseph Esquerre, C. P. A.
20 Vesey Street, N. Y., N. Y.
P le a s e  m e n tio n  
T h e  C e rtif ie d  P u b l ic  A c c o u n ta n t .
The Certified Public Accountant
T h e  O fficial O rg a n  o f  th e  
A M E R IC A N  SO C IE T Y  O F  C E R T IF IE D  
P U B L IC  A CC O U N TA N TS
A n n o u n c e s  t h a t  i t  w i l l  a c c e p t  a  l im ite d  
a m o u n t  o f h ig h - g r a d e  
A D V E R T IS IN G  M A T T E R
S ta te m e n t  o f  C ir c u la t io n  a n d  A d v e r t i s in g  
R a te s  w il l  be  f u rn is h e d  o n  a p p l ic a t io n
T H E  C E R T IF IE D  P U B L IC  AC C O U N TAN T  
W oodw ard  Bu ild ing, W ash ington , D. C.
STANDARD APPRAISALS
Made by Qualified Experts in all lines
Correspondence Invited.
Standard Appraisal Company
90 John Street, New York
Branches, A l l  P rin c ip a l Cities.
Bound Volumes, Nos. 2 and 3
For 1923 and 1924, Respectively 
OF
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
With complete Index, are ready for shipment 
Place your order now as the supply will be limited
PRICE $5.00 PER VOLUME
THE CERTIFIED PUBLIC ACCOUNTANT
W O O D W A R D  B U I L D I N G  
WASHINGTON, D. C.
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC  A C C O U N T A N T
A Law Course W hich  Will  Help 
You Pass the Bar E xa m in a t io n
Here is a method of spare-time law instruction 
especially prepared for busy business 
and professional men
SCATTERED throughout the country today there is a splendid array of lawyers whose training and education were received outside of the 
class room.
Some of these men studied in lawyer’s offices, 
while others, like Abraham Lincoln, obtained their 
training in such manner as they could from what­
ever books they were able to obtain.
During recent years, however, these methods 
have become obsolete for business and professional 
men employed where residence study is impracti­
cable, and have been supplanted by the extension 
law course and service conducted by Blackstone 
Institute, Inc.
The Leading Non-Resident Law School
B lack stone Institute, Inc., is chartered as an educa- 
tional institu tion  under the law s of the State of I l l i ­
nois and is authorized to g ive  non-resident law  in ­
struction and to confer the LL. B. degree upon its 
graduates.
The course of training is com plete. It g ives suffi­
cient instruction in law  to pass the lega l exam ination  
for the bar in any state, and yet the w hole program  
is so short and concise that it can be studied in spare 
tim e w ithout any interruption in the daily business 
schedule.
Prepared by Leading Authorities
The B lackstone course is the product of 80 of the 
m ost em inent lega l authorities in the Unted States. 
Included in the list of authors are Chief Justice W il­
liam  H oward Taft and A ssociate Justice George Suth­
erland of the United States Supreme Court, and the 
deans of e igh t of the lead ing resident law  schools of 
the country.
Other contributors to the course are from colleges  
and un iversities which are m embers of the American 
A ssociation  of Law Schools.
Complete Law Library
The basis of the course is a big, handsom e 25- 
volum e law  library, M odern Am erican  L aw , cited as 
"M. A. L.” This entire set com plete is furnished to 
the student at the time of enrollm ent.
T his law  library is to be found in the hom es and 
offices of the leading law yers and judges of the coun­
try. The m ajority of state  supreme courts and the 
United States D istrict Court have cited the work. 
This recognition has not been extended to any other 
non-resident law  school.
M. A. L. in Use at the Universities
C ertain of the treatises and collection  of cases from  
M odern Am erican  L aw  have been selected for class 
room use at such leading colleges  and un iversities as 
Cornell U niversity, Boston U niversity, U niversity  of 
Chicago, U niversity  of Illinois, U n iversity  of Kansas, 
U niversity  of Florida, A lbany Law School, Chicago 
Law School, Drake U niversity, M arquette U niversity, 
and many others.
Other Attractive Features
The study of the text and case books which make 
up this law  library is directed by a series of lesson  
asignm ents m ailed at regular intervals throughout 
the course. Problem s are provided g iv in g  the s tu ­
dent a chance to work out the solutions and subm it 
them to the Institu te for correction and grading.
T hese problem s have been prepared by former bar 
exam iners and are typical of the questions asked in 
bar exam inations. In fact, in som e states, the bar 
exam iners have asked for perm ission to use these  
problem s in their exam inations.
U nlim ited consu ltin g  service is given by the In sti­
tu te ’s educational staff upon any m atters ar isin g  from  
the study of the course. Instruction in the law s of 
your own state  is also g iven  upon request.
Moderate Tuition
The tu ition  fee for the cours e and service is very  
m oderate and covers the cost of all m aterial and 
service. There are no extra charges of any kind. 
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F A I L U R E
It is perhaps not an unmitigated evil that 
the usual yardstick to measure success not 
only in the accounting profession but in 
business generally is a financial one. Gen­
erally speaking, success in a large measure, 
whether monetary or otherwise, is not pos­
sible without the rendering of corresponding 
service.
In a profession, however, care must always 
be exercised not to over emphasize too 
largely success as expressed only in terms 
of dollars and cents.
Abraham Lincoln failed not only as a 
country storekeeper, but it took him fifteen 
years to pay off an indebtedness of $1,100 
with interest. Surely under no theory could 
he be rated either as an accounting or busi­
ness success.
After failing in his country store, Mr. 
Lincoln sold the stock and fixtures to the 
Trent brothers, who gave their notes in pay­
ment thereof. They also failed, but first 
sold out the merchandise and vanished, leav­
ing the notes unpaid. However much a fail­
ure Abraham Lincoln was as a business man, 
he was no failure when it came to honesty, 
integrity, perseverance and determination to 
pay all obligations, for he assumed and paid 
all obligations, although it took him fifteen 
years to do so.
These Lincoln business ethics were a good 
fifty years ahead of his time.
In reviewing the business methods of Mr. 
John D. Rockefeller in the early days of the 
oil industry, we forgive the crushing out of 
rivals, the obtaining of large railroad re­
bates, and other similar practices on the 
ground that the business ethics of those days
were low. From the accounting and business 
standpoint, Rockefeller was a wonderful suc­
cess—Lincoln a failure.
When the history of the Certified Public 
Accountant profession is finally written, 
those who have achieved the greatest suc­
cess may or may not be those who have at­
tained the greatest wealth. True success, 
however, will come only to those who have 
maintained the highest ideals and rendered 
the most disinterested and farthest-visioned 
service.
FRANK WILBUR MAIN.
REGULATION OR LAW
In the February issue of THE CERTIFIED 
PUBLIC ACCOUNTANT, the proposed new 
Michigan State Law is printed in full. This 
law embodies the conclusions reached at the 
Washington conference of State Board and 
State Society officials held on December 3, 
1924. If this law is enacted as proposed, it 
will have the distinction of being not only the 
longest but the most complete law in the 
United States, covering the regulation of the 
accounting practice by legislation.
It raises one of the most important points 
discussed at the Washington conference, 
namely, the question as to the advisability 
of setting out in the law all the provisions 
desired by the accountants of the state as 
against one covering only the fundamental 
points, with a provision granting the State 
Board the right to issue the necessary rules 
and regulations.
Mr. D. W. Springer, chairman of the con­
ference, called particular attention to the
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fact that there were advantages each way. 
In a state such as Michigan, where the State 
Board has the wide and extensive influence 
that it has, it is probably possible to incor­
porate in the statute all desired provisions. 
In a great majority of the states at the pres­
ent time it will probably be much easier, if 
a new law is proposed, to obtain a sound law 
containing all fundamental principles, with a 
provision that the board will be allowed to 
make rules and regulations not inconsistent 
therewith.
This editorial writer believes that with the 
great advances which have been made and 
are being made, that a short law with broad 
powers vested in the board gives the profes­
sion of the state better opportunity to meet 
changing conditions than is possible other­
wise.
A short law with broad powers places 
greater responsibility upon the State Boards. 
With not only live, active State Societies, but 
with all of the schools of commerce and the 
universities of the various states interested 
in the law and the administration thereof, we 
believe that the rules and regulations can 
well be left to the good sense and judgment 
of the State Boards. Certainly in the past 
the State Boards have almost without excep­
tion been true to their trusts.
FRANK WILBUR MAIN.
TAX SERVICES
We wish to call the attention of our mem­
bers and friends to the fact that we have on 
file in the office here in Washington the fol­
lowing tax services which have been placed 
here through the courtesy of the publishers 
for the use of their subscribers and our mem­
bers and others while on business in Wash­
ington :
Commerce Clearing House Tax Service.
Commerce Clearing House U. S. Board of 
Tax Appeals Service.
Corporation Trust Tax Service.
Income Tax Index Service.
Prentice-Hall Tax Service.
LAW LIBRARY FACILITIES AVAILABLE
John Byrne & Co., law book sellers and 
publishers here in Washington, of national 
reputation, are extending to all certified 
public accountants when in Washington the 
use of their library. Furthermore, they will 
be glad to have these visitors inspect the 
many books that have been published on 
subjects of interest to C. P. A.'s appearing 
before the U. S. Board of Tax Appeals. You 
will observe their ad announcing these facts 
on page 141 of this issue.
As we go to press a message comes to this 
office telling of the death of Alonzo Richard­
son, of Atlanta, Ga., at 7.30 o’clock on Thurs­
day morning, February 26, 1925.
Mr. Richardson has occupied a prominent 
position for a number of years in the pro­
fession of accountancy in the southeastern 
states, having built up a large and high-grade 
practice under the firm name of Alonzo Rich­
ardson & Company.
Mr. Richardson was born in Atlanta, Ga., 
on January 2, 1862, the son of Leaver and 
Mary Gibson Richardson, and he was edu­
cated in the public schools of Atlanta. He 
was married on January 5, 1887, to Zella 
Richmond.
Mr. Richardson received his early experi­
ence in banking. He held Georgia C. P. A. 
certificate No. 7, dated October, 1908. He 
served on the Atlanta City Council four years 
and was c ity  treasurer two years. He was 
a member of staff lecturers of the School of 
Commerce, Emory University. He was a 
member of the Capital City and Kiwanis 
Clubs, an active member of the American 
Society of Certified Public Accountants and 
the immediate past president of the Georgia 
Society of Certified Public Accountants.
He is survived by his wife and four chil­
dren, Edward, Leaver, Eugenia and Jefferson.
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Professional Ethics
An Essay read before The Law Academy by PAUL deMOLL Esq., January 14, 1925.
(Reprinted by permission of The Legal Intelligencer.)
The best definition of our subject that I 
have been able to find is in a little book 
“Legal Ethics and Suggestions for Young 
Counsel,” by Henry W. Williams, late Justice 
of the Supreme Court of Pennsylvania. It 
is as follows: “Professional Ethics is not a 
distinct system of morality, but it is the ap­
plication of the accepted standards of right 
and wrong to the conduct of professional 
men in the business relations peculiar to 
their professional employment.”
Taking this as our text, let us briefly ex­
amine the origin of our profession; the 
earliest method of deciding a lawsuit was by 
physical encounter between the litigants 
themselves, and in primitive times deputies 
or agents were not allowed to fight. In Trial 
by Battle, however, the “Champion,” who 
seems to have been a professional pugilist, 
appears very early in English legal history. 
Perhaps that is one reason why some modem 
lawyers enjoy prize fighting; but many of 
them do not know that if you go far enough 
back into legal history, they would be in the 
ring themselves; many lawyers would bene­
fit physically thereby. It was not until the 
reign of Edward I that a class of temporal 
lawyers began to form. Until that time the 
profession was in the hands of the clergy, 
who were very litigious; and the nearest ap­
proach to modern lawyers were the “Legists” 
and “Decretists,” from which gradually 
evolved the “Attorneys and Barristers” of 
today.
A study of the growth of our profession 
will well repay you, and I recommend that 
you read two books on the subject: “A Short 
History of English Law,” by Edward Jenks, 
and a “Sketch of English Legal History,” by 
Maitland and Montague.
A profession is a vocation in which a pro­
fessed knowledge of some department of 
science or learning is used by its practical 
application to the affairs of others. In order 
to protect the profession itself and the pub­
lic who have dealings with it, methods of ex­
amination and licensing were originated as 
well as a system of rules to encourage right 
conduct, the latter being our present-day 
legal ethics.
The Code of Professional Ethics of the 
American Bar Association consists of thirty- 
two canons, and they deserve careful s tudy 
by all students and lawyers, because, while 
violations of the moral code as established 
by the conventions of society will usually re­
sult in nothing worse than social ostracism, 
a disregard of professional ethics may result 
in professional death. It would be well to 
read, also, “Hoffman’s Fifty Resolutions in 
Regard to Professional Deportment.” Both 
of these can be found in Cases on Legal 
Ethics in American Case Book Series.  
Now, let us go back to Judge Williams’ 
definition of Professional Ethics—that it is 
but the application of accepted standards of 
right and wrong to the conduct of profes­
sional men. How do we acquire our stand­
ards of right and wrong ? By the time he 
has arrived at maturity, each man has es­
tablished, largely from his own experiences, 
his own standard of ethics. Most of us, in 
the days of our youth, have had religious 
training, largely consisting of “thou shalt 
not” do thus and so. Well, “thou shalt not” 
laws alone have never stopped a man from 
doing a thing. He must be convinced, from 
his own experience, that he should not do 
certain things or that the doing of certain 
things will not pay. Benjamin Franklin 
said “Honesty is the best policy;” that can 
well be taken to mean that honesty is the 
thing that pays best in the long run. A man
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can be kept honest, while his inclinations are 
the other way, when he sees that the honest 
man is the man who wins in the long run.
A short time ago I read a letter in one of 
our newspapers about fake injury swindles. 
The writer states that the story was brazenly 
told him by the attorney in the case. A man 
appeared at his office and asked him to bring 
suit against the Transit Company; the at­
torney told him that he had no case, but if 
the accident had occurred under certain con­
ditions, which he explained to the man, he 
would have one. The man left and in about 
two weeks returned and narrated his case 
in conformity with the suggestions of the 
lawyer; the lawyer said, as he needed the 
money, he took the case, got a verdict for 
$1200 and kept one-half of it.
Most of us, who are acquainted with cer­
tain ambulance-chasing lawyers, know that 
this story may be true; but we also know how 
few such lawyers we have; just enough to 
taint the good name of the whole Bar in the 
eyes of many laymen. Let us see to it that 
their number is not only not increased, but 
let us also do all that we can to lessen it.
The need of the money; that is the trouble. 
With the education that accompanies admis­
sion to the Bar there arises naturally the de­
sire for a better mode of living. We acquire 
the desire to live in a good neighborhood, 
have a nice library, associate with nice peo­
ple, etc., all of which costs money. It is hard, 
very hard, to resist the temptation to stretch 
our ethical principles just a little; but if we 
yield a little, we find that gradually we are 
yielding more and more, until eventually we 
become thoroughly unethical.
With all our experience and despite a care­
ful study of the canons of ethics, cases arise 
where we are doubtful, where we do not 
know how to act. In New York they have a 
Committee on Legal Ethics to which such 
cases can be submitted; here we do not have 
such a committee, but we have a number of 
members of the Bar, mostly older men, who
are always willing to consult with and ad­
vise other lawyers on questions of ethics.
We all have the tendency to first think of 
the amount of the fee; that is the wrong 
view to take; our first thought should be 
how well we can serve our client, always 
bearing in mind that the client’s rights are 
subject to the laws of the land and to the 
rights of others.
The original lawyers, under the English 
system of jurisprudence to which we owe the 
foundations of our system, were organized 
in something similar to the trade guilds of 
the middle ages and are still organized in the 
Inns of Court. They were men with some 
income, which enabled them to establish 
themselves in chambers upon a scale of liv­
ing a little higher than that of the ordinary 
citizen. As they used to say, Lawyers are 
gentlemen by Act of Parliament. Many years 
ago a Lord Chancellor, in discussing the ap­
pointment of judges, said: “I always appoint 
a gentleman; if he knows a little law, so 
much the better.” Now that does not mean 
gentlemen by birth, but true gentlemen. If 
lawyers and judges would take care to be 
gentlemen first, they would go far toward 
keeping our profession upon the high ethical 
plane in which it belongs.
In closing, I quote from a little work on 
Legal Ethics by Justice Sharswood: “There 
is perhaps no profession, after that of the 
sacred ministry, in which a high-toned moral­
ity is more imperatively necessary than that 
of the law. There is certainly, without any 
exception, no profession in which so many 
temptations beset the path to swerve from 
the lines of strict integrity, in which so many 
delicate and difficult questions of duty are 
continually arising. There are pitfalls and 
mantraps at every step, and the mere youth, 
at the very outset of his career, needs often 
the prudence and self-denial, as well as the 
moral courage, which belongs commonly to 
riper years. High moral principle is his only 
safe guide, the only torch to light his way
(C o n tin u e d  on  p a g e  139.)
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Women in Accountancy
By NETTIE A. TRAIL, C. P. A. (N. C.), Washington, D. C.
In a number of recently published articles 
the difficulty of women entering the profes­
sion of accountancy has been so stressed that 
the question arose as to just what the 
women were doing about it. A recent rather 
cursory survey of the situation revealed that 
more than fifty women have made the grade 
in so far as the receiving of the State Cer­
tificate is concerned.
Of this number, five were found to be hold­
ing salaried positions with organizations 
other than practicing accountants:
Emma G. Lunt, Mass., is in the employ of 
a Boston concern.
Ethel M. Hollander, Ill., holds a secretarial 
position with a Chicago concern and prac­
tices accounting on the side.
Mary Frances Peirce, Ill., is statistician 
with a concern in Dayton, Ohio.
Alice M. Hill, Mass., is with Jordan Marsh 
& Company, Boston.
Margaret C. Murphy, Ill., holds an official 
position with a firm in Chicago.
Lucy J. Graham, N. C., is an auditor in 
the Consolidated Division of the Income Tax 
Unit of the Bureau of Internal Revenue in 
Washington, D. C.
Eight are connected with public account­
ing firms in various capacities:
Emma Manns, Colo., is a member of the 
firm of John B. Geijsbeek and Company, Den­
ver. Miss Manns is Treasurer of the Colo- 
rade State Board of Accountancy and is, so 
far as is known, the first woman in the 
United States to hold such an office.
Theodora A. Koehler, nee Daub, N. Y., is 
with the Tri-Service Accounting Corporation 
in New York City. In collaboration with her 
husband, Theodore Koehler, she is credited 
with a 14 volume Accounting Reference Li­
brary.
Dora G. Roworth, N. J., is vice-president
of the accounting firm of Frank G. DuBois, 
Inc., Newark, N. J.
Elsie H. Braddock, La., is the junior mem­
ber of the firm of G. V. W. Lyman & Co.,
C. P. A.'s, New Orleans, La.
Mrs. G. L. Briggs, Mass., is in an account­
ant’s office in Boston.
A. Marie Huber, N. C., is with a firm of 
accountants in New York City, who do not 
hesitate to send her out on assignments.
Ethel S. Kingman, Mass., is in the account­
ing offices of Herbert F. French & Co., Bos­
ton, Mass., where she finds life very inter­
esting and agreeable.
Grace Schwartz, Ill., is practicing with her 
father, George W. Schwartz, in Chicago.
Nine are known to be practicing on their 
own account:
Bertha L. Aldrich, Calif., has an office at 
511 Fay Building, Los Angeles, Calif.
Anna D. Stare, Ohio, is established in New­
ark, Ohio.
Harriet B. Goldstein, nee Lowenstein, N . 
Y., is in New York City.
Ellen Libby Eastman, Maine, has an office 
of her own in Sanford, Maine, where she 
specializes in accounting for lumber concerns 
and income tax work.
Emma M. Bengston, Nebr., is practicing in 
Harvard, Nebr.
Adele M. Emin, R. I., has opened her own 
office in Providence, R. I.
Mabel Emily Hall, Ga., is practicing in the 
Georgia Casualty Building, Macon, Ga.
Florence L. Sivertson, Ill., enjoys a lucra­
tive practice built up during the last twelve 
years in Chicago.
Nettie A. Trail, N. C., has established 
offices at 901 Evans Building, Washington, 
D. C.
Elsie Doetsch, Md., is with Florence 
Hooper, Md., who is treasurer and financial
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adviser of one of the largest women’s organ­
izations in the country, the Women’s Foreign 
Missionary Society of the Methodist Episco­
pal Church, with offices at 30 Maryland Life 
Building, Baltimore, Md. The work of this 
office involves matters of foreign exchange, 
foreign remittances to practically every 
country in the world, the handling of large 
tracts of real estate scattered all over the 
face of the globe, the planning of budgets, 
audits of treasurer’s reports abroad, appro­
priations, etc. This line is so distinctive that 
it has been separated from the list of those 
occupying more or less responsible positions 
with other firms.
Of those mentioned the following are mem­
bers of the American Society of Certified 
Public Accountants:
Mary Frances Peirce.
Alice M. Hill.
Dora G. Roworth.
Mrs. Elsie H. Braddock.
<Mrs.) Gertrude L. Briggs.
(Mrs.) Harriet B. L. Goldstein.
Adele M. Emin.
Florence L. Sivertson.
Bertha L. Aldrich.
Nettie A. Trail.
From the women who are in active practice 
it has been learned that there is a very defi­
nite field for women in this profession—in 
addition to the auditing of accounts of 
eleemosynary institutions with which the 
men seldom care to bother. The many 
women’s organizations throughout the coun­
try are the natural clients of the woman ac­
countant, and as soon as they discover that 
there is a woman accountant to be had, they 
avail themselves of her services. It takes 
a long time for some of them to make this 
discovery. But when the discovery is made, 
the woman is approached with eagerness en­
gendered by mixed motives. Some hail her 
with partisan delight that she has actually 
entered a profession that a  woman can enter 
only as through a camel’s eye, and some as 
the natural means of saving the fees that
have been paid, unprotestingly, in the past to 
men. Even these latter may sometimes be 
led to see that a woman who earns her liv­
ing may prefer to be paid for her services as 
rendered and to make her contributions as 
she sees fit, rather than be compelled to do­
nate unpaid-for time or see the work given 
and paid for to men.
But the field that is really tempting and 
practically untouched by women is found in 
the large and prosperous present-day busi­
nesses of women for women. These concerns 
are surprised and pleased to learn that the 
services of a woman C. P. A. are obtainable. 
Notwithstanding the accepted belief that the 
phrase, “Secrets of the feminine toilet,” is 
obsolete, there are places patronized by 
women where anything of the masculine per­
suasion more imposing than the ubiquitous, 
undersized, colored orderly, is about as wel­
come as a sleek, gray mouse! Such busi­
nesses, when the services of an auditor are 
imperative, have been obliged to set aside a 
room to which access without mutual ob­
servation is possible, or to allow the books to 
be carried to the accountant’s office. There 
are women’s business organizations of this 
kind the income from which exceeds a mil­
lion dollars annually.
It is true that it is very difficult for a 
woman to secure employment in an account­
ing office, but it is possible, for what has 
been done may be done. From the statistics 
indicated at the beginning of this article it 
appears that a little less than 10 per cent of 
the total number of women in the profession 
are employed in other businesses, but that a 
little more than 10 per cent of them are with 
accounting firms, while at least 16 per cent 
are practicing for themselves. Some of the 
remaining 64 per cent have married and re­
tired from the business world and some could 
not be readily reached. Some of the women 
who are with accounting firms had to marry 
them !
The objection to the employment of women 
in large accounting offices comes not so much
(C o n tin u e d  on  p a g e  140.)
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Importance of the Verification of Inven­
tories in Connection With Frauds
By WALTER E. SACHS 
Of Goldman, Sachs & Co.
An Address Delivered a t the All-Day-and-Evening Conference of New York State Society of Certified
Public Accountants, October 15, 1924
Reprinted by permission of the New York State Society of Certified Public Accountants.
T HE opportunity of saying a few words to 
this representative group of account­
ants is one that I grasp with a considerable 
degree of eagerness. It is a distinct pleasure 
to me to meet this gathering—it is like see­
ing old friends, for I have become familiar, 
after many years of statement reading, with 
the signatures of many of the firms with 
whom you are affiliated.
Representing as I do a house that has been 
judging credits for over half a century, and 
during that period has been considered, I be­
lieve, in the forefront of any movement to 
improve conditions under which credit is 
granted, I know you will bear with me if I 
touch briefly on one point on which, in my 
opinion, there is still room for very great 
improvement. I refer to the manner of veri­
fication of, and certification to, the correct­
ness of inventories.
The general topic adopted for discussion at 
your conference to-day is, I understand, that 
of “Commercial Frauds.” I can think of no 
item in the balance sheets of a merchant or 
manufacturer, which lends itself more read­
ily to misrepresentation than that of inven­
tory—and none where such misrepresenta­
tion might more easily escape detection. The 
verification of liabilities, the analysis of ac­
counts and notes receivable are simple mat­
ters for the accountant, compared to even a 
reasonably certain assurance that merchan­
dise, raw material, and goods in process have 
been properly recorded as to quantities and 
conservatively stated as to values.
There would appear to be no more intricate 
question than the determination of varying 
methods of valuation in different types of
goods. A universal rule of “cost or market, 
whichever is lower,” can hardly be adopted. 
There are occasions, in great inflationary 
periods, for instance, when even such a stand­
ard is hazardous—when special inventory re­
serves should be set up against the day of 
rapid deflation. The accountant must there­
fore display, it appears to me, in regard to 
inventory certification, better judgment than 
in any other department of the audit. He 
must become something of a merchant as 
well as an economist in considering inventory 
valuations.
This difficulty regarding the inventory item 
has been recognized by bankers and account­
ants for years past. Nevertheless, little prog­
ress, it appears to me, has been made in a 
standardization of certificates as they refer 
specifically to inventory. I think it would be 
quite possible to select at random fifty bal­
ance sheets bearing the certificates of dif­
ferent accounting firms, and find fifty totally 
divergent methods of phraseology in regard 
to the inventory items.
In this discussion I need hardly stress strik­
ing cases of misrepresentation of inventory, 
such as the inclusion in the item of accounts 
receivable, amounts owing a parent company 
by subsidiaries, which are really to be included 
as part of inventory. An outstanding case of 
this type was reflected in the audit of a large 
manufacturing concern, that markets its 
goods through its own chain of agencies and 
retail stores. These agencies and stores are 
owned by subsidiary companies, the capital 
stock of which is owned, in turn, by the par­
ent company. The statement of the parent 
company for years included in its accounts
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receivable item several million dollars of ac­
counts receivable owing by the subsidiaries, 
when in fact these accounts represented, to 
the extent of at least 50 per cent, merchandise 
carried in the retail stores. Naturally, the 
result was an entirely wrong picture of the 
company’s inventory and relation of the same 
to annual sales. And yet it was only after 
some effort on the part of the banks giving 
credit to this company that the company’s 
officials as well as its auditors were persuaded 
to set up clearly the amount of “merchandise 
at company’s agencies and stores.” This was 
done in the parent company’s consolidated 
balance sheet, thus disregarding the fiction 
set up by the subsidiary companies.
Nor need I mention so pure a fiction as 
that of a tanning concern, which consigned 
hides to affiliated companies, taking advances 
from the latter against the process of tan­
ning, and listing as the amount of inventory 
in its own statement the total of hides, less 
advances—that is to say, the net amount of 
inventory only.
I need also hardly refer to such gross mis­
representation as the recording of fake sales, 
just prior to the time of taking inventory and 
making of statement; that is to say, padding 
accounts receivable and depleting inventory, 
and reversing the process immediately after 
statement date through so-called “returns.”
Such frauds and misrepresentations as 
those just indicated and others of a similar 
nature can usually be discovered, I believe, 
by an alert accountant, and particularly after 
a working knowledge of a business has been 
acquired over a reasonable period of time.
Hardly less objectionable in its tendency to 
misrepresent was the custom adopted in cer­
tain packing house audits, of stating the in­
ventory item as “merchandise, including con­
signments, less drafts drawn there against.” 
In one case such consigned merchandise, had 
it been added to the total inventory figure, as 
should have been done, would have increased 
the inventory almost 80 per cent—and would 
have increased liabilities to the extent of 
many millions of dollars.
I do wish, however, to refer specifically 
to the verification of quantities and values, 
and to the phrasing of certificates as they 
relate to those two points. The banker wants 
nothing more than a clear-cut statement of 
fact—a plain, easily understood explanation 
of what the accountant has or has not done 
in connection with inventory verification.
I recall a certificate which stated that the 
accountant had “audited the books and ac­
counts of ---------  and we certifiy that the
above balance sheet sets forth the true finan­
cial condition of the company at that date.” 
Apparently nothing could state more clearly 
the completion of a comprehensive audit. 
Yet as a matter of fact the accountant had 
never checked up or made any tests whatso­
ever of the inventory. He had merely ac­
cepted figures as submitted by the president 
of the company. It developed later that this 
official, the company’s chief stockholder (it 
was a close corporation, with only three or 
four stockholders in all) had systematically 
padded the inventory figures over a period 
of three or four years, meanwhile paying 
large dividends. And yet, two months before 
the crash came, the accountant had stated in 
his certificate that the balance sheet “set 
forth the true financial condition.” What 
could have been farther from the truth? The 
balance sheet failed as completely to reflect a 
true condition as if the accountant had 
omitted to set up adequate reserves against 
long overdue or uncollectible accounts receiv­
able, or had neglected to list all notes payable.
It appears to me that the form of blanket 
certification just referred to is the most dan­
gerous type of all. Far better that the cer­
tificate contain a frank admission that inven­
tory was not verified, but merely accepted as 
submitted by officials of the company. This 
is frequently done in a very clear and concise 
manner. Thus I have seen certificates read­
ing “We have examined the books and rec­
ords o f ------------ for the year ended---------- .
We hereby certify that, subject to the in­
ventories, which we did not verify, the above 
balance sheet fairly sets forth the financial
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condition of the company” ;—not a complete 
audit, to be sure, but at least the credit giver 
is definitely put on notice as to its incom­
pleteness.
It stands to reason that the ideal certificate 
is that in which the accountant clearly and 
definitely states that inventory sheets were 
checked in detail with stock records, that 
sufficient tests were made by the accountant 
in respect of values to satisfy him that in­
ventory totals are correctly stated and values 
properly taken.
The banker realizes the difficulty of per­
suading every business house to submit to 
the extra expense and additional time in­
volved in an actual and complete verification 
of inventory. I do not mean to imply that 
such verification must be a sine qua non of 
every accountant’s audit. Bankers have ex­
tended credit in the past on faith, on a com­
plete reliance in the standing and integrity of 
the borrower. Bankers will no doubt con­
tinue to give credit in special cases in that 
way. We can not expect as complete an ar­
ray of facts from the very occasional bor­
rower of large means as from the borrower 
who is using his credit to a fuller extent. 
The amount of detailed information required 
is a business question for the credit giver to 
decide. I do believe, however, that the 
banker is entitled to a clear and unmistakable 
statement of what the accountant has or has 
not done. The certificate should state either 
that the inventory is taken as submitted by 
the company’s own officials and that the audit 
reflects a true condition subject only to that 
reservation, or that the auditors have them­
selves made sufficient tests as to quantities 
and values to certify to the correctness of 
inventory figures.
I think, therefore, there should be admitted 
to usage only two kinds of certificates—what 
might be called a gold medal certificate, on 
the one hand, and shall I say, a tin medal 
certificate, on the other—only we must be 
informed that the latter is of tin.
Right here permit me to say that account­
ing firms should include in their organizations
men experienced in judging various lines of 
merchandise. I do not see why such organi­
zations should not have members with some 
experience in and knowledge of textiles, or of 
foodstuffs, of rubber goods, or of iron and 
steel products, and so on. Such men would 
naturally keep in touch regularly with de­
velopments in the special trades related to 
such goods, and would thus bring to bear a 
special knowledge, invaluable in the comple­
tion of audits. I venture to say many of your 
firms are already so organized. I should like 
to see the day when no accounting firm would 
fail to include a number of such men.
It is difficult to understand that so com­
paratively little attention has been paid to 
inventory in the auditing of countless busi­
ness concerns. When you consider that in­
ventory is really the life-blood of most busi­
nesses, this becomes all the more startling a 
fact. It is true that in some types of busi­
ness inventory is of secondary importance. I 
refer to such businesses as, for instance, deal­
ers in crude rubber and importers and deal­
ers in hides and skins. In the audits of such 
concerns, accounts receivable are naturally of 
first importance—for comparatively little in­
ventory is carried for own account. But 
these are exceptional cases. In most busi­
nesses, inventory turnover spells the differ­
ence between success and failure, between 
profits and losses. Frequently with no dis­
honest intention whatsoever, business men 
delude themselves as to the value of their 
stock of goods. It is far easier to determine 
the realizable value of cotton goods in the 
grey, of raw silk—than it is of hairnets or 
fancy buttons, when the fair sex takes a 
notion to change the prevailing styles.
And yet auditors have, in the main, paid 
less attention to inventory verification than 
to any other department of the audit.
The statement has been made that a cer­
tificate must contain as few words as pos­
sible—that brevity is essential for obvious 
reasons. It is argued that reference can at 
all times be had to the fuller reports that 
usually accompany the completion of an
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audit. It is stated that these fuller reports 
usually explain in detail the exact work that 
the account has performed. Accountants 
have told me that brief certificates are given 
at the special request of bankers and dealers 
in commercial paper themselves. I can not 
agree with that point of view, and desire 
right here to register a protest as a dealer 
in commercial paper. Obviously the fuller 
accountant’s report can not be broadcast to 
the hundreds of banks that purchase com­
mercial paper names. These banks are fur­
nished with copies of the audited balance 
sheet, bearing the usual abbreviated account­
ant’s certificate and signature. I believe that 
these banks are entitled to a plain statement 
on the face of the balance sheet, setting forth 
the type of audit that has been made. It is 
customary to make a clear statement as to 
the status of accounts receivable. Why 
should it not equally become a custom to 
make a clear statement as to what has been 
done in connection with inventory verifica­
tion.
This could be accomplished, it seems to me, 
in one of two ways. Either under the head­
ing of Inventory in the body of the statement, 
there could be inserted some such wording as 
“Inventory at cost or market whichever was 
lower, quantities and values having been sub­
jected to tests by our auditors, so as to 
satisfy them as to the correctness of same.” 
(I leave it to your ingenuity and to your com­
mand of language to greatly improve upon 
this wording.) Or if it was considered de­
sirable some similar wording should always 
be included in the certification appearing at 
the foot of the balance sheet.
I can state it as a fact that dealers in com­
mercial paper are always required to supple­
ment the auditor’s balance sheet with a state­
ment as to inventory valuation. Banks buy­
ing commercial paper ask many questions, 
but none more frequently than that regard­
ing the proper setting up of reserves against 
accounts receivable and that regarding the 
method of taking inventory. Why, therefore, 
should not the answers to these two universal
questions be clearly anticipated on the face 
of the balance sheet? The one regarding ac­
counts receivable is—why not the other? 
And yet, it appears to me, that in seven out 
of ten audits the inventory question is totally 
ignored.
It appears to me that this subject might 
well engage the particular attention of the 
properly appointed committees of your vari­
ous accountants’ societies. That such bodies 
as the Robert Morris Associates, the Ameri­
can Bankers Association and other banking 
organizations are ready to cooperate with 
you, there can be no doubt. Some nearer ap­
proach to standardization on this point seems 
to many bankers highly desirable.
In a protracted period of steadily rising 
prices, such as the world witnessed with little 
interruption during the first twenty years of 
this century, inventory values did not loom 
up as so important a factor. Prices usually 
were higher at the end of any given year 
than at the end of its predecessor.
But at the present time, when it is not at 
all unthinkable that we are only in the be­
ginning of a period of declining price levels, 
or in any case in a period when sharp ad­
vances and declines of price levels may rea­
sonably be expected, the question of inven­
tory valuation looms big. It seems to me 
that audited statements will come to be con­
sidered as of little value in the future unless 
definite reliance can be placed on the certifica­
tion as it relates to inventories.
The standards set up by societies of ac­
countants are so very high—accounting has 
come to be regarded not as an occupation but 
as a great and influential profession—that a 
unified effort to eradicate this, may I say, Iast 
point of laxness in accounting practice is no 
more than the business and banking com­
munity has a right to expect. Such an effort 
will be considered, I believe, the most con­
structive forward step in good accounting of 
the last decade, and will help to place on a 
still higher plane the honored calling of which 
you are members.
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Excerpt From Proceedings—Annual Meeting 
Detroit, September 13, 1924
( In  r e fe re n c e  to  c o m m itte e  a p p o in te d  to  c o n fe r  w i th  s im i la r  c o m m itte e  o f th e  A m e r ic a n  I n s t i t u t e . )
Mr. SPRINGER: I have here a resolution 
passed by the Board of Directors and the re­
port of the Committee presented to the 
Board of Directors which is the basis of this 
resolution.
Mr. Springer read the report and the reso­
lution. (Report and Resolution printed on 
page 242, October, 1924.)
Mr. SPRINGER: Having read both of 
these, Mr. Chairman, if it may be in order 
I’d like to say just a few words in explana­
tion before the matter really comes before 
us. As is indicated, it was suggested that 
there was evidently so much misunderstand­
ing with reference to some of the positions 
occupied by the two organizations, that it 
was believed it would be a good thing if an 
informal meeting might be held, and it was 
suggested the matter be taken up with Mr. 
Banks, and Mr. Banks acquiesced. We came 
together as the result of that suggestion and 
spent seven hours in a discussion. Mr. 
Banks’ paper, to which reference is made in 
the report, will be printed in fu ll; it is a very 
fine statement of the ideals of the Society. 
We used that as a text for the further dis­
cussion. Those of you that followed the 
history of the accounting profession realize 
that there has been within a very recent 
period, such a change in the policies adopted 
and practiced by the older organization, that 
there has come to be, to a certain extent at 
least, a recognition of the principles which 
were the basis of the organization of the 
American Society.
There was no doubt on the part of any of 
the men who participated in the discussion 
that the work of the American Society had 
any more than begun, but there was a 
thought that it would be profitable for a con­
ference to take place in which the representa­
tives of two groups might say face to face 
what had been in their hearts to say, and 
what had been said by each of the group, 
those from the American Society publicly, 
and those from the Institute more privately. 
There was no agreement reached on any 
point save that it has been an excellent thing 
to meet. Each of those present had a little 
different viewpoint of the other fellow than 
he had before in that certain explanations 
were made by some of the individuals rep­
resenting the other organizations in an at­
tempt to show that after all, the ideas which 
the members of the American Society had 
concerning their work had not been as well 
founded as they might have been, but there 
was no proof or demonstration presented, 
beyond the general feeling on the part that 
in the interests of accountancy there ought 
not to be as much of a rivalry as perhaps 
there is coming to be due to the fact that the 
Institute has been gradually shifting its pol­
icy towards the Society’s standpoint, in other 
words, that the Institute ought to maintain 
the same position that it had maintained, 
which was the reason for the organization of 
the American Society rather than to be 
changing its policy, unless it was willing to 
come out in the open and acknowledge the 
change in policy.
With that as a basis, the representatives 
of the American Society said, “We are going 
to report to our organization the fact that 
this conference has been held, because if 
there is one thing the American Society has 
stood for since the beginning, it has been 
that of playing fair with the members in­
dividually.” We did not want, in any way, 
that rumors should go about that had no 
basis of fact, and it was at our suggestion
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the agreement was reached, that each group 
should report to its organization.
Now, it so happened that prior to this 
time, the meeting time had been set, so we 
were to meet first, and the Institute was to 
meet second. And yet, we do not want to 
be placed in the position of in any way being 
led to be charged with seeking to in any way 
influence the plans that they want to fol­
low. It is up to each organization to do 
exactly as the members think is the best 
thing to be done, and so in presenting the 
report which the Committee did to the Board 
of Directors, the Board of Directors felt, 
after considering it, that they would approve 
the general policy of a better understanding 
between professional organizations. There 
has not been the relationship between the 
National organizations and the State organ­
izations in accountancy in years past that 
there should have been for the best interests 
of accountancy. Since the advent of the Am­
erican Society that relationship has been 
improving. The specific point is merely as 
to whether the two organizations might not 
with profit, each to the other, the same as 
between the American Medical Association 
and the American College of Surgeons and 
the American College of Physicians, wherein 
there are three national organizations, all 
relating to medicine, and they have among 
themselves a working agreement under 
which each has its field of endeavor, and 
yet, each plays its part for the betterment 
of medicine as a whole.
The representatives came away from the 
Society with no fixed views as to what the 
outcome might be from another conference, 
but feeling that another conference might 
be of value, and so having said that much, I 
want to go back to the resolution passed by 
the Board of Directors, which you see com­
mits us to no policy beyond that of cordial 
relationship.
Mr. Springer read the resolution.
Mr. SPRINGER: But if, at their meeting, 
they should appoint a committee, it is per­
fectly proper the way would be open, or a
way may be open for representing the So­
ciety. In other words, when anything has 
occurred in which there has been recom­
mended any tentative decision, which we 
have not yet done, it shall be immediately 
placed in the hands of the individual mem­
bers for their information and consideration. 
The purpose of this is to allay any suspicion 
that may exist in the minds of anybody that 
any person is in any way attempting to bring 
about a condition of things for which every 
individual member in the Society is not well 
aware and has not had his say with regard 
to it before anything occurs.
It is absolutely necessary that, just the 
same as within an organization conferences 
occur, in order that policies may be form­
ulated within the profession as a whole, 
conferences between organizations occur in 
order that you have a talking basis upon 
which decisions may be reached. And if this 
is done and it becomes a part of our records 
and is published in “The Certified Public Ac­
countant” so that every Certified Public Ac­
countant in the United States knows on the 
face of it exactly what has been adopted, 
it will be absolutely impossible for any one, 
by any whispering, to suggest that some­
thing is being undertaken which is not in 
the interests of either the American Society 
or of the profession as a whole. And the 
whole proposition is in the interests of ab­
solute publicity and square dealing with 
everybody. The Board of Directors passed 
that resolution with that in mind, and it is 
now up to this body to decide as to what it 
will do.
Mr. MILLER: Mr. President, I think the 
explanation Mr. Springer has made is clear 
to every one of us here. This report and 
this resolution emphasize the principles of 
this Society, the basic democracy and broad­
minded policy which it follows, and I there­
fore, Mr. President, move its adoption.
The motion was seconded.
CHAIRMAN MAIN: We are now ready 
for the discussion.
Mr. SPRINGER: I will say this, Mr.
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Chairman. I endeavored in the first state­
ment to put all the facts before you, but if 
there are any questions, please, in the inter­
ests of accountancy, ask them now.
Mr. GOODLOE: Mr. Chairman, it seems 
to me that Mr. Banks’ statement of the prin­
ciples for which the American Society stands 
were so clearly and definitely set forth that 
there could be no misunderstanding of them.
I was very glad to hear that that statement 
of his is to be printed and circulated. It is 
a sort of a declaration of independence. 
Somebody said it was a Monroe Doctrine, but 
it is more; it is really a declaration of in­
dependence, and I believe it is a paper that 
will go down in our history, not only in our 
history, but the history of accountancy, as 
the first clear, definite statement as to the 
real, absolute necessity for a democratic or­
ganization to support and uphold the prin­
ciples of the C. P. A. standard in this country.
Having that in mind, I cannot help but 
think these conferences will be helpful in 
spreading that gospel, even if we never get 
any further than that. We will carry the 
help to the Macedonians. They need it. I 
also would like to second the motion.
Mr. TANNER: Perhaps, after the last 
remarks, it is unnecessary for me to say 
anything, but I do want the members of the 
American Society throughout the country to 
go from this meeting with the knowledge 
that you always have had, that the Amer- 
ican Society was organized for a purpose, 
and it  does not intend to abandon its prin­
ciples now or ever in the future. We need 
fear nothing from controversy if the Amer­
ican Society is right and goes into confer­
ences, as it should; good can only result. 
The American Society can never consider 
amalgamation, or consolidation, or coopera­
tion, or any other form of combination when 
it is thereby necessary to surrender the fun­
damental principles of this organization. As 
long as we all have an abiding faith in the 
principles which have been promulgated, 
and which are the basic creed of this Society, 
we need have no fear of this result.
The motion was put and carried.
INVENTORY CERTIFICATES
(Haskins & Sells Bulletin, February, 1925)
The moot question of whether there is 
merit in taking inventory certificates from 
clients may continue moot as an academic 
question, to eternity. The practical aspect of 
the matter calls for prompter action on the 
question.
The practice of taking inventory certifi­
cates is a contribution to procedure made by 
our older and more experienced brethren, 
the chartered accountants. Its use in this 
country has been largely at the hands of ac­
countants whose background of procedure 
was laid in Great Britain. American ac­
countants have been somewhat backward in 
utilizing this protective expedient, on the 
theory that it has little practical value. The 
strongest argument against its use is found 
in the contention that an unreliable company 
official who would falsify or permit the falsi­
fication of an inventory, would not hesitate 
to sign a certificate in support thereof. Here­
in is found a second moot question underly­
ing the major one at issue.
And there are other questions. Of what 
value is an inventory certificate unless it is  
signed by a responsible official? What per­
sonal knowledge have the officials of the com­
pany as to the detail facts of the inven­
tory ? If it is the function of the auditor to 
pass judgment on inventories, why should he 
attempt to place the responsibility therefor 
on company officials?
General questions of this character may 
not be answered without giving considera­
tion to the terms and conditions under which 
inventories are reviewed by auditors. Prob­
ably it is safe to assert that not more than 
once in a hundred engagements does the 
auditor have the opportunity of inspecting 
quantities at the time the inventory is taken. 
Too frequently the size of the inventory and 
limitations of time and expense imposed by 
the client do not permit of more than a gen­
eral testing of inventory factors and results.
(Continued on page 136.)
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Looking Forward in Uniform Cost 
Accounting
By E. W. McCULLOUGH, Manager 
Department of Manufacture, Chamber of Commerce of the United States
A NEW YEAR opens, a question of moment 
is— Where is uniform cost accounting to-day? 
This departm ent is perhaps in an especially for­
tunate position to view the progress generally of 
th e  movement, for having given special attention 
to  the subject for more than four years, and acting 
as a clearing house of information, it has studied 
the activities of more than two hundred separate 
Industries.
Progress during 1924 has been more substantial 
an d  satisfactory than in any previous year. The 
coming year will be even more productive of result.
Not an industry th a t previously has gone far 
w ith cost accounting has relaxed interest or shown 
decreased activity. To mention just a few of the 
industries th a t might be considered to be on the 
honor roll through their years of activity, there are 
the printers, the malleable casting m anufacturers, 
the  news-print makers, the knitted underwear 
m anufacturers, the ten t and awning makers and 
the drop forging manufactures.
Other industries, like the milk, the printing ink, 
the corrugated box, the knitted outerwear, the bis­
cuit and cracker, the tanning and many more have 
recorded substantial progress with the movement. 
The milk industry, for example, is holding numer­
o u s  conferences of the auditors and cost men of 
th e  industry as a step in securing the installation 
o f the uniform system. The Printing Ink Cost 
Bureau has distributed a tentative manual and now 
h as about ready a revision and supplementary 
pamphlets for the small concerns in the line. The 
knitted outerwear association has its manual just 
off the press. The biscuit and cracker and the 
tanning lines are plugging away a t their problems 
th rough  organizations of cost men in the industry. 
Then there are other lines that have just taken a 
firm grip on the problems of cost accounting. The 
leather glove, refrigerating machinery, the silk 
thread, the tin can, the fertilizer and the refrac­
to ry  brick industries may be mentioned to illus­
tra te  the wide ranges of lines thus engaged.
Outstanding in this departm ent’s activities in 
connection with uniform cost accounting have been 
the conferences It has arranged for the exchange 
o f  experiences and the crystallization of practice 
along the lines tha t have been found to be the most 
effective. One of these conferences was held in
New York in March and the other a t Chicago (the 
second annual conference a t Chicago) in October. 
The registrations a t these two conferences num­
bered 393 and considerably over 100 separate in­
dustries were represented.
At the October conference significant resolutions 
pertaining to the general advance of uniform cost 
accounting were passed. In condensed form these 
resolutions were as follows:
Exchange of Inform ation— Recommends th a t 
each industry supply the Department of Manufac­
ture with full information as to its activities and 
place its manuals and other literature on file with 
the departm ent so tha t the accumulated experi­
ences may be available to all and th a t there may 
be uniformity of procedure in similar industries.
Conduct of Activities— Approves the conduct of 
cost accounting activities in an industry through 
the medium of a cost accounting committee, as­
sisted where desirable by retained accounts— the 
plan in its entirety being outlined in the depart­
m ent’s pamphlet, “Uniform Cost Accounting in 
Trade Associations— Organization of Activities.”
Cooperation of Public Accounts— Calls attention 
to the manifestation of a critical attitude in some 
instances by public accountants and industrial en­
gineers which has tended to the destruction of con­
fidence in the uniform procedure on the part of 
members of the industry. Requests the whole­
hearted cooperation of the accountants and engi­
neers “to secure the adoption and successful op­
eration of the standard accounting and cost-finding 
methods as recommended by the trade organiza­
tions of any industry.”
All of these resolutions are constructive in their 
purpose; they are the reactions coming from care­
ful consideration and the discussions of men hav­
ing most intim ate contact with current cost prob­
lems. They are not arb itrary  pronouncements, but 
recommendations for serious consideration. They 
mark the first step in systematic coordination of 
the tremendously effective activities being carried 
on by the individual industries.
There are still available copies of the report on 
the Chicago Conference, with the resolutions in 
full. These may be had a t twenty-five cents per 
copy by writing the department.
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C. P. A. Examination Questions
CONNECTICUT
November 13th, 1924, 9:00 a. m. to 12:30 p. m.
Examination in Auditing
Answer all of the following questions.
1. As an Auditor what authority would you re­
quire for the passing of vouchers in payment of 
directors’ fees?
2. If asked to give advice concerning the annual 
percentage rates to be adopted in providing for the 
accounts for depreciation on buildings, machinery, 
tools, and office furniture, what would you recom­
mend?
3. In a case where the preferred shares of a 
company are issued under a provision tha t the an­
nual dividends to which they shall be entitled shall 
be “cumulative” would you consider it necessary 
to show any arrears of dividend as a liability upon 
the balance sheet, or how would you deal with 
same?
4. A corporation purchased $25,000.00 par value 
of U. S. Government Liberty Bonds a t 90 and 
charged same to Investment Account. The Com­
pany had an outstanding bond issue which re­
quired setting aside in a sinking fund an amount 
of $5,000.00 per year. The company for three 
consecutive years met the terms of the sinking 
fund agreement by a yearly transfer of $5,000.00 
par value of the above-mentioned liberty bonds, 
and each year made the following book entry for 
same:
Dr. Sinking Fund $5,000.00
Cr. Investments $5,000.00
Discuss in detail how you would cover this situa­
tion in your audit report. Would you consider any 
further entries necessary and if so, give same, and 
state your reasons therefor. If not, also state your 
reasons.
5. W hat is your attitude on charging contingent 
fees in connection with accounting services? Do 
you consider it good professional conduct to solicit 
accounting engagements? Would your answer be 
altered in the case of soliciting from those you 
knew to be clients of other Certified Public Ac­
countants, or by whom (Certified Public Account­
ants) you were previously employed? Full dis­
cussion.
6. In the audit of cash receipts:
(a) How may evidence of “kiting” be detected?
(b) When more than one bank account is main­
tained, what point should be particularly covered 
during the last few days of the period audited.
7. In the examination of a commercial bank, 
describe in detail all the necessary steps to be 
taken in connection with the note teller’s depart­
ment. Your answer must be complete w ithout 
omission of any detail to receive full credit.
8. A m anufacturing concern includes as a part 
of the inventory valuation at the end of its ac­
counting year as of December 31st, 1923, an 
amount representing unapplied balance of manufac­
turing burden and also a percentage of selling ex­
penses. You are engaged to make a balance sheet 
audit as of tha t date. Are the foregoing proper 
additions to inventory value? Explain fully, and 
also state how you would trea t same in your report.
9. (a) Outline a program for the audit of a  
National Bank with a savings department. S tate 
what you would do the first day and how you 
would protect yourself against changes in the 
records during the audit.
(b) W hat would you do to verify the securities, 
etc., held by the bank for safe keeping. W hat 
record would you expect to find of such property?
10. Discuss the question of adjustm ents, if any, 
which you would make in auditing the account of 
a large dairy farm, where you find tha t during the 
period under review, a new farm was purchased 
together with partly grown crops and cattle, for 
$150,000. At the end of the period there had been 
expended the sum of $10,000 for feed, labor, etc., 
and the crops and all the cattle had been sold for 
$15,000. The $15,000 had been credited and the 
$10,000 charged to an account called “Adjustm ent 
Account” and the $5,000 net credit balance had 
been w ritten off against the purchase cost of $150,-
000. You find on investigation that, of the $15,000 
of sales, $6,000 was for cattle purchased with the 
farm  and $9,000 for crops which were estimated 
to be half grown when the farm was bought. The 
cattle which were sold for $6,000 had been in­
ventoried at the time of purchase at $4,000. Of 
the $10,000 of expenses, $5,500 was for completing 
the crops, re labor, harvesting, etc., $3,500 was 
for expenses in connection with getting the farm  
ready for the next season, and $1,000 was for fa ir 
and exhibit expenses, in connection with the sale 
of the cattle. W hat loss or gain, if any, was made 
on the sale of crops and cattle?
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11. In the audit of a manufacturing corporation 
what steps would you take to verify outstanding 
capital stock?
(a) W hat would you expect to find on the certi­
ficate stubs in addition to the ordinary information 
as to holder, date, number of shares, receipts, etc.?
(b) W hat would you look for on Certificates 
cancelled during the period under review and what 
would you do if you didn’t find what you were 
looking for?
12. In auditing an incorporated automobile 
dealer’s accounts where cars are sold on the par­
tia l payment plan, a series of notes being given, 
ta iling  due in monthly installments, you find tha t 
all of the notes had been discounted at bank. Two 
accounts are found on the ledger, one for Notes Re­
ceivable, and one for Notes Receivable Discounted. 
The debit balance of the former and likewise the 
credit balance of the la tter was $125,648.50, show­
ing  no undiscounted notes. W hat steps would you 
tak e  to verify both amounts? You find also that 
during the past three months seven cars have been 
s eized on account of non-payment of notes, which 
had been charged back by the bank together with 
protest fees. The cars were inventoried a t the end 
o f the period a t the face of the notes unpaid. State 
w hat entries should be made in such cases, and 
what the cars should be inventoried a t assuming 
none of the notes had been paid but th a t the initial 
deposit received a t the time of sale equaled the 
profit on the car.
November 13th, 1924, 1:00 p. m. to 6:00 p. m.
Examination in Accounting, Theory and 
Practice
PART I.
W ork out all the following Problems and Questions.
1. A Club charges in its quarterly bill to each 
member an amount of $2.50 for a sinking fund to 
provide for the retirem ent of bonded indebtedness. 
Show all necessary entries to reflect a complete ac- 
counting for the fund starting  with the foregoing 
transaction  and entries covering use of funds for 
debt retirem ents. Assume the club membership 
c onsists of 1,000. The fund is maintained in cash.
.2. W hat is the purpose of the retirem ent reserve 
as prescribed by the Connecticut Public Utilities 
Commission?
3. Explain how the tax rate of a municipality is 
determined. W hat use, if any, is made of Revenue 
Surplus in such determination?
4. Name three kinds of depreciation and state 
what causes each. Give an illustration of each and 
describe how each would be treated in proper ac­
counting.
5. You are for the first time auditing the ac­
counts of a m anufacturer for 1923 and are re­
quired to prepare his Federal and Connecticut 
State Income Tax returns and to incorporate in the 
balance sheet a reserve to cover both liabilities. In 
the “Taxes paid” account, when analyzing it, you 
find a credit item “Refund of 1919 Munitions tax 
$800.”
(a) How would you trea t this in the Federal Tax 
return?
(b) W hat section of the P. & L. statem ent 
would it appear in?
(c) You prepare your report and the tax returns 
and send them to the client. Later in examining 
the accounts for the first quarter of 1924 you find 
tha t the refund was not for Munitions tax a t all 
but a refund of 1919 Income and Profits Tax, this 
being an error of the bookkeeper. As you were 
not held responsible for taxes of prior years, it was
not your fault provided you qualified your report 
properly. When you discovered this, what would 
you do about the tax returns filed and your balance 
sheet, if anything, and why?
6. Differentiate between an executor, a trustee, 
and an adm inistrator, and state also under what 
circumstances and in what manner the la tte r is ap­
pointed.
7. Explain the object of a “Reserve” in connec­
tion with the business of a m anufacturing firm? 
How would it appear on the books of the firm? 
In what way would it be dealt with should the firm 
dissolve partnership?
8. Four years ago John Harvard a wholesale 
trader started  business with cash $12,500 and dur­
ing the first two years he made $500. He now 
owes $88,000, he has assets supposed to be worth 
$51,500. Using your own figures prepare a de­
ficiency account; your imaginary items must not 
exceed twelve in number. They should be items 
representative of those usually found in such de­
ficiency statements.
9. One year ago an executor was appointed. He 
has now employed you to audit the first year’s 
transactions. Name and describe seven or eight 
points tha t would require attention in this audit.
10. The metal stamping business of Mr. Smith 
has received a severe setback during the repeated 
business slumps since early in 1921.
Condensed operating statem ents follow:
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Net Sales: ..................
Less:
Manufacturing Cost 
of Sales..................
1921
$572,696.26
Gross Profit on Sales. 
Less:
Selling E x p e n se s* .... $192,811.08 
Administrative Expenses 87,312.17
352,313.02
220,383.24
1922
$771,802.70
541,788.29
230,014.41
1923
$914,229.18
656,129.15
258,100.03
$171,015.09 $159,344.45
280,123.25 66,551.10 237,566.19 44,211.91 203,556.36
Loss or Profit on Sales. .
Other Incom e..................
Charges Against Income
8,444.02
19,000.50
59,740.01
10,556.48
7,395.55
24,229.89
Loss or Gain....................  $70,296.49
*Note. No Commissions paid to salesmen or agents.
7,551.78
16,834.34
$24,386.12
8,621.18
27,117.31
54,543.67
18,496.13
$36,047.54
He informs you th a t in order to economize dur­
ing poor business conditions, he reduced his sell­
ing and administrative expenses. He has found 
th a t some of this economy has been offset during
1923 by an increased percentage of m anufacturing, 
cost to selling price and although the year 1924 
will result in increased sales over the three prior 
years, this narrowing margin between m anufactur­
ing cost and selling price is not leaving him a 
satisfactory gross profit against which to apply sell­
ing and administrative expenses.
He has investigated this condition and finds that 
during the year 1921, the character of his business 
began to change as follows: Prior to 1921 his 
product m arketed consisted principally of articles 
manufactured from raw m aterial costing from 
twenty to forty cents per pound on which his 
profits were very satisfactory and the rem ainder of 
his product m arketed consisted of cheaper articles 
from raw m aterial costing from five cents to 
twenty cents per pound. Competitive conditions 
have practically reversed this condition to a degree 
where at present he has very little sales volume in 
articles involving the more expensive m aterial and 
his principal product consists of the cheaper ar­
ticles involving the cheap material.
An accurate cost system and his production 
record substantiate his belief tha t eliminating his 
raw material, his direct labor varies but very little 
on the various products and his manufacturing
burden applied on the “production center method” 
increases slightly on the more expensive m aterial 
due to additional care in handling.
Your investigation discloses the following:
That all products pass through a forming press 
operation.
That he has th irty  (30) presses, which past ex­
perience records show, with allowance out for re­
pairs, lost time waiting for tools, materials, etc., 
normally operate a t 80 per cent o f  a possible 50 
hours per week or 80 per cent of 212.6 hours per 
average month.
That when operations were conducted under the 
former conditions described by Mr. Smith, there 
was m anufacturing capacity to produce from $1,-
850,000.00 to $2,000,000.00 in sales annually.
That if the articles involving the twenty to forty 
cents per pound m aterial could again be marketed, 
a sales volume of $1,850,000.00 can reasonably be 
expected a t an estimated increase in selling and ad­
m inistrative expense of $111,000.00 over the 
amount expended in 1923, as contended by Mr. 
Smith.
That it has been the practice of Mr. Smith to 
fix his selling prices by adding 15 per cent for sell­
ing and adm inistrative expenses to the total manu­
facturing cost of each article and to this final cost 
he added an anticipated percentage of profit.
You procure some cost records of articles manu­
factured, which appear as follows:
Article 1 Article 2 Article 3 Article 4 Article 5
Press production per hour, and pieces. 75 72 70 68 65
Raw m aterial per pound......................... .07 .20 .20 .36 .36
W eight per press gross........................... 21bs 11b 2½lbs ¾lbs 1½lbs
Material cost per piece..............................
Material handling charge a t .001 per
.14 .20 .50 .27 .54 
pound ...................................................... .002 .1420 .001 .2010 .0025 .5025 .0007 .2707 .003 .543
All direct labor operations.................... .0440 .0480 .0505 .0533 .055
All m anufacturing burden........... .. .1240 .1290 .1310 .1380 .142
Total mfg. cost each ................................ .3100 .3780 .6840 .4620 .740
Selling and adm inistrative 15 per cent .0465 .0567 .1026 .0693 .111
F inal cost each ........................... ............... .3565 .4347 .7866 .5313 .851
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Give your criticism of the situation and your 
suggested remedy.
November 14th, 1924, 9:00 a. m. to 12:30 p. m.
Examination in Commercial Law
Answer all of the following twenty questions.
1. W hat is express assent? Is it affected by 
custom ?
2. W hat is an inland bill? W hat drafts are in­
land bills? 
3. Is the sale of personal property governed by 
the same principles of law as other contracts? 
W hat is barter?
4. W hat is a “bill of parcels” and what is it fre­
quently called?
5. Is a copyright assignable in law and if so, 
what must be done when an assignment is made?
6. (a) W hat are capital losses as defined in the
1924 Federal Revenue Act and how are they de­
termined? How treated for tax purposes?
(b) W hat is termed “earned income of individ­
uals, how determined and what effect has same on 
federal taxes?
7. An alien resident in the United States earn­
ing wages of $1,750.00 for the calendar year 1924 
as sole income has a wife and two children living 
in Italy, for all of whom he contributes full sup­
port. Must he file a re tu rn  under the Federal 
Revenue Act? W hat personal credit would he be 
allowed?
8. W hat does the National Bank Act provide as 
to the requisite qualifications of directors of Na­
tional Banks?
9. May a stop payment order be issued against a 
certified check on the grounds tha t it  was obtained 
through fraud? Answer m ust be complete and not 
merely yes or no.
10. In the sale of mortgaged property by the 
m ortgagor but with the mortgagee’s consent, what 
security has the mortgagee?
11. On what day does an infant become of age 
or, in other words, of the age of twenty-one years?
12. The sister of a bankrupt filed a claim at 
the same time as other creditors asking for an al­
lowance of $1,000.00 on account of money loaned 
to  the bankrupt. The trustee and creditors ob­
jected to allowance of the claim. Would the claim 
be allowed?
13. The Treasurer of a corporation with the 
funds of the Corporation purchased stock of the 
corporation, and certificates were issued in the 
name of the Treasurer. He later deposited these 
certificates with the National Bank as collateral 
security for a  then existing loan. A receiver is ap­
pointed of the corporation. Has he any rights in 
reference to this stock, and why?
14. A transferred a negotiable note payable to 
his order to a National bank for collateral security, 
but at the time of the transfer A failed to endorse 
said note but did endorse said note a few days 
later. The bank a t the time it  received said note, 
had no knowledge of any infirmity, but before said 
note was endorsed by A, it learned of infirmity. 
Is the bank a holder in due course?
15. A testator died September 1st, 1923, and in 
his will he created a tru st of real property situated 
in the town of New Haven, and by the terms of said 
tru st the beneficiaries thereunder were to receive 
the income from the date of the death of the tes­
tator. The real property given in tru st was taxed 
in New Haven as of June 1, 1923. Taxes payable 
on this tax list were payable in 1924. Should these 
taxes on the property held in tru st be charged 
against income or against the assets of the tes­
ta to r’s estate.
16. A trustee in reinvesting a tru st fund sells se­
curities and trust funds at a higher price than they 
were purchased at. He also has rights which he 
sells connected with stocks tha t he holds in trust. 
The beneficiary claims all of this increase. Is he 
entitled to any or all? In  accounting for the 
Trustee, how would you classify these apparent 
profits?
17. The Superior Court of Connecticut duly ap­
points a receiver of a foreign corporation doing 
business within the State of Connecticut. W hat 
should the inventory of the receiver include?
18. A retail merchant maintains an establish­
ment consisting largely of his own goods, but in 
some considerable extent of goods held on con­
signment. He insures his own property in his 
place of business, without specifically mentioning 
the goods held on consignment. A total loss by 
fire occurs. Had the m erchant such a title  in the 
goods on consignment tha t his insurance policy 
covered them? Is he liable to the consignor for 
the value of the goods on consignment?
19. A city through its proper officers advertises 
for bids for construction work according to cer­
tain  plans and specifications, stating in the adver­
tisement tha t a formal contract would be executed 
with the successful bidder. A files his bid, which 
the Board having charge of accepting bids, accepts 
and its secretary advises the corporation tha t its 
bid has been accepted. The Municipal Corporation 
makes a contract with one of the other bidders. 
Is there any right in the Corporation or liability 
on the part of the municipality under the circum­
stances above stated, and what is it?
20. A corporation sold out its business and good 
will and in said contract for sale it stipulated that
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it would not go into the same business again. The 
business of the corporation was local within the 
State of Connecticut. It reestablishes itself in the 
State of Massachusetts. What will determine 
whether this contract is a liability or not?
November 14th, 1924, 1:00 p. m. to 6:00 p. m.
Examination in Accounting, Theory and 
Practice
PART II.
Work out all the following Problems and Questions.
1. The New Haven Wholesa le  Fruit Company 
does both a Commission and a general business. 
They sell their own and consigned goods, and bill 
for both using the same invoice. Give the form of 
sales book making provisions for the separation of 
such sales between consigned and general.
2. What is understood in accountancy by the 
term “ net profit” ? State the final disposition of 
the net profit in the books of a partnership; the 
books of a corporation.
3. The Directors of a certain Connecticut Cor­
poration have taken out a Life Insurance policy 
on a straight life plan, on the life of their Treas­
urer. The corporation, of course, pays the prem­
ium and the policy is payable to the corporation 
in case of the death of the Treasurer. The policy 
is for $100,000. How should this be handled in 
the accounts of the Corporation both as regards 
the amount of the policy and the payment of prem­
iums?
4. In some cases expense accounts (sometimes 
called Revenue expenditures) appear on the asset 
side of the balance sheet. Under what circum­
stances could this be so? I f  you believe there are 
such accounts, give examples, and the circum­
stances under which they occur.
5. Among certain papers, you find reference to 
a term called “ Diminishing Assets.”  Are there 
any such assets? I f  you think there are describe 
them and give examples and then state how they 
would be handled in the books of a corporation.
I f  you do not think there are any such assets, 
give your reason for so thinking.
6. A  large drygoods house for certain reasons 
owes some money to its various employees as well 
as to outside creditors.
Is it necessary in making up financial statements 
to show the two items separately? I f  so why? I f  
not why? Would it under any circumstances be 
necessary to show these accounts up separately? 
I f  so why? I f  not why?
7. What do we mean when we say we use the 
“ Voucher system of bookkeeping” ? Describe this 
method including a description of a Voucher record 
book.
8. Draw up Journal Entries to cover the follow­
ing, or you may comment re each item as to the 
making of such Journal Entries.
(a ) Loss by fire of building, fixtures and con­
tents; loss by owner over and above insurance 
carried or collected.
(b ) Gain by increase in valuation of real estate.
(c ) Gain shown by an appraisal over and above 
the present value as shown by books.
9. An Interstate Street Railway Company trial 
balance September 30, 1924, is as follows:
Items
Items
Capital S to c k ..........
Fixed Capital, Dec.
31, 1908 ..............
Fixed Capital since 
Dec. 31, 1908 
1st Mtge. 5% Bonds
S. F. & A. 1931. . . 
Equipment account. . 
Stock of Hoosick 
Falls R. R. Co. . .  .
Notes Payable .........
Vouchers Payable.. . . 
Accounts Payable . . . 
Equip. Acquired from 
Hoosick Falls R. R.
C o .........................
Employee’s Deposit
account ................
Prepaid Insurance . .
Prepaid T a x e s .........
Accrued T a x es .........
Unmatured Coup. Int.
A ccrued ................
Accrued Int. on
Funded Debt.........
Coup. Int. Matured 
1st Mtge. 5% Bonds
1931 .....................
N. Y., N. H. & H. R. 
R. Co. Note Int. due
& U npaid .............
Casualty and Insur­
ance Reserve . . . . .  
Acc’d Depreciation—  
Road & Equipment 
Working Stock
Account................
Inventory Express
Dept.......................
General S tores.........
Scrap A ccount.........
Inventory of Small
Tools ....................
Stationery Inventory. 
Bills Collectible . . . .
Cash .........................
Cash in Transit. . . . .  
Local Cashier’s ac­
count ....................
Working Fu n ds.......
Debit
Debit
$1,173,870.06
36,533.46
38,215.00
1 0 0 ,00 0 . 0 0
7,001.15
937.57
23.31
1,865.16
59.00
1,645.11
671.32
55.52
66.52 
855.06
6,537.43
197.09
184.45
1 0 0 . 0 0
Credit
Credit
$650,000.00
846,000.00
59,500.00
3,777.97
2,333.20
40.00
1,465.58
7,050.00 
892.50
253,800.00
5,355.00 
3,343.10
791.28
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B erkshire St. Ry. Co.
R ental account . . .
H oosick  F a lls  R . R.
Co. N et Liab. a /c
Lease ........................
R eserve for Equip.
H oosick F a lls  R. R.
Co..................................
P ayroll Suspense . . .
A dvance T icket Sales 
O perating R evenue . .
W ays and S tructures.
Mtce. of E quipm ent. .
P ow er ............................
Traffic ............................
Cond. T ransportation.
G en’l M iscellaneous. .
Incom e from  U nfund­
ed Sec. and account
T axes .............................
In terest on Funded
D ebt ...........................
Profit and L oss Prior 
to  Nov. 1, 1 9 0 6 . . .
Profit and L o ss ............
1 ,916 ,030 .30  1 ,916 ,030 .30
F irst. You are required to prepare an Incom e 
A ccount in  accordance w ith the U niform  System  of 
A ccounts for E lectric R ailw ays as prescribed by 
th e  In terstate Commerce Com m ission.
Second. Prepare a B alance Sheet in  accordance  
w ith  the In terstate requirem ents.
10. The autom obile dealers in  a certain city, the  
greatest part o f w hose losses have been due to the  
tak ing  in , repairing and re-sale of used cars taken  
in  part paym ent for new  cars, decided to form  a 
corporation w hich sh all handle a ll used cars 
offered in  exchange.
To th at end they incorporate the A U sed Car 
E xchange, Inc., for $50 ,000 . Each dealer, there  
being ten, is  to tak e stock  in  proportion to  the  
volum e of used car business he has done in  the  
past year, the volum e being m easured by the tota l 
a llow ed  by each in  trade, the figures b eing  arrived  
a t by sum m arizing th e  credits to custom ers’ ac­
counts, on account of such trades, for each dealer.
In addition, each dealer is  to  pay $150 at the  
beginning of each year as a fee  for th e  privilege  
o f doing business w ith  th e  E xchange. W hen cus­
tom ers approach a dealer to  buy a  new  car and  
w ish to trade in  a used car, the dealer agrees to  
refer h im  to  the E xchange w here he takes the  
used car for sale. The Exchange M anager ap­
praises the car as to w hat he th in ks i t  w ill se ll 
for w hen put in to  A -1 condition; deducts 10 per 
cen t o f such price as th e E xchange’s  m argin of 
profit; deducts h is  estim ate of the cost of p u tting  
th e  car into salable condition p lus 5 per cent of 
such cost for com m ission for paying for such re­
pairs and supervising them ; and issu es to  th e  cus­
tom er, i f  he elects to  se ll h is car to the E xchange
on th is basis, a certificate for the net am ount 
allow ed him.
T his certificate the custom er tak es back to the  
dealer as part paym ent on the new  car, pays cash  
or gives notes for the balance, and takes the new  
car. The dealer thereupon endorses th e certificate  
and presents it  to th e E xchange and obtains im ­
m ediate cash. This problem  is  concerned w ith  th e  
Exchange and not w ith  the dealer’s affairs.
The Exchange has the car repaired and w hen it  
finds a custom er sells it  at the base price estab­
lished w hen it was bought or som etim es at a h igher  
or lower price. It se lls  both for cash and on tim e. 
If sold on the latter plan, the se llin g  price is  in­
creased to include in terest at 7 per cent on the  
notes to m aturity, 2 per cent on the tota l o f th e  
unpaid portion to cover cost of replevin ing th e  
car, lega l fees, etc., in  case the notes are not m et 
at m aturity; and also cost of insurance (fire and 
th e ft) sufficient to at least cover the am ounts o f  
the notes p lus charges as above.
It then divides the to ta l unpaid portion of pur­
chase price plus in terest, p lus replevin  charges, 
and plus insurance, by the num ber of notes, u sually  
ten , there being a h igher replevin  and insurance  
charge if  paym ent is  spread over m ore than ten  
m onths, and the custom er sign s the notes (each  
being for the sam e a m o u n t). He also executes th e  
necessary papers in  connection w ith  th e  conditional 
bill of sa le w hich has to be recorded in  the Town  
C lerk’s office, and the sa le is com plete. The n otes  
are d iscounted at bank and the custom er is  sup­
posed to pay them  w hen due.
W hen the Exchange was organized the dealers 
each paid the $150 fee and part cash for their  
stock  and for the balance consigned such used  
cars as they had on hand for the E xchange to sell 
for them  less 5 per cent com m ission, and to apply  
th e  proceeds to paying the bala n c e  due on the  
stock , any excess being a liab ility  of the E xchange  
to the dealer and any deficiency to be made good  
by th e dealer in  cash.
A. D raft the necessary journal entries to record  
the fo llow ing:
(a ) P aym ent by a dealer for h is entire sub­
scription  of 10 shares of a par o f $100 each in  cash.
(b ) R eceipt of 10 fees o f $150 each.
(c ) Paym ent by another dealer on a subscrip­
tion  for 25 shares, o f cash, $500 and three used  
cars consigned.
(d ) Sale of these used cars for $2,400 cash.
(e ) Settlem ent w ith  dealer for balance on sub­
scription  for stock.
( f )  Purchase by the E xchange from  a dealer’s  
custom er of an X  T ouring Car at the base se llin g  
price of $2 ,000 w here the estim ated  cost of repairs 
was $500. Issuance of certificate to se ller  to cover
186,825 .00
47,450 .42
18,586.89
4 ,737.93
19,046.93
4.95
16,959.70
10,178 .64
3,136.95
34,402.50
205,883 .18
7,651.00
437.68
218.54
63,799.09
173.26
9,402.10
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the transaction  and settin g  up o f reserve for repair 
 costs, called R e-conditioning R eserve.
(g ) Cashing of certificate w hen presented to the  
E xchange by the dealer to whom  the custom er  
delivered it as part paym ent.
(h ) Car is repaired and b ill is  rendered by the  
repairm an for repair charges. T hese charges 
am ount to $575.
(i)  Sale of re-conditioned car to  John Jones for 
$2,100 on the fo llow ing term s:
Cash ................................................  $210.00
Balance ..........................................  $1 ,890.00
Add:
Interest @ 7% on 10 notes  
fa lling  due 1 m onth apart.
Assum e average of 5
m o n t h s .................................  55.13
R eplevin costs, estim ated
2 % ..........................................  37.80
I n s u r a n c e .................................  40.00
Total o f 10 N otes $202.29  
each (plus $.03 on last one) 2,022.93
The entry or entries should cover receipt of 
notes from  Jones to balance his open account.
(j)  D iscounting of notes at bank at 6 per cent 
on the day o f sale.
(k ) The custom er pays the first five notes w hen  
due but fa ils to pay the balance. The bank charges 
back the last five notes w hen the sixth one of the  
series becom es due. The la st four notes not yet 
due for $202.29 each, the la st for $202.32, the  
bank has already deducted in terest on (figure 2 
m onths on the total of the four) so that, in  charg­
ing  back the five notes it  deducts from  its  charge 
in terest on the four not due. D raft the necessary  
entries, assum ing protest fee  o f $2.00.
( l ) The custom er now ow es a certain  am ount on 
open account and the Exchange has the car which  
cost $20 to recover. W hat does the custom er 
owe?
The custom er says he can not com plete h is pay­
m ents and the Exchange agrees to  allow  him  $800  
for the car less 10 per cent and estim ated  repair 
costs o f $20.
The insurance is  cancelled a t short rates and a 
refund of, say $15, is  received from  the Insurance 
Co., as a credit on the original bill for $40 the bal­
ance of w hich is  now paid in  cash by the Exchange.
The balance owed by Jones a llow ing him  credit 
for the $15 rebate on insurance, can not be col­
lected  and is  charged off. H ow w ould you treat 
th is? D iscuss fu lly . Draft en tries to close the  
deal finally according to your idea.
B. How w ould you treat th e  $1,500 dealer’s 
m em bership fee  at the end of each m onth?
TEN RULES FOR SUCCESS
[E x ecu tiv e  Serv ice  B u lle tin —M etropo litan  L ife  
Ins. Co., Feb., 1925]
Joseph P. Day, a director of the Metropolitan 
Life Insurance Co., gives the following ten 
rules of life which will help toward success:
1. Be honest in all things, in business and 
in personal matters.
2. Work hard, physically and mentally. 
Make every task, no m atter how great or how 
small, a personal test.
3. Live cleanly and avoid illness. Remem­
ber that a healthy body is a great asset. Eat 
wholesome food and build up your strength. 
Think wholesomely, too, for to the mind 
wholesome thoughts are what wholesome 
food is to the body.
4. Take some recreation. Have a hobby, 
but do not let your recreation or your hobby 
interfere with your business and don’t make 
your recreation lopsided. The brain needs 
exercise and pleasure just as much as your 
body does.
5. Use your imagination. The radio is the 
child of imagination. The steam engine, the 
telephone, the telegraph, the phonograph, in 
fact the very country in which you live, are 
all products of some one’s imagination. The 
man without an imagination can never suc­
ceed.
6. Interest yourself in public affairs and 
do your part in both civic and charitable 
work. Charity is a great stimulus to both 
the heart and the head.
7. Do not feel that you are over-educated. 
No matter what your education has been, 
don’t  stop studying. There is much knowl­
edge in the world, and even the most learned 
can, in a lifetime, only scratch the surface. 
Read good literature.
8. Never let success turn your head. Suc­
cess is only relative. There is no human ac­
complishment that cannot be improved upon.
9. Never stop smiling. The smile is a  
great maker of friends in business. Remem­
ber that your frown never put wrinkles on 
the other fellow’s forehead.
10. Never give up. The world is big, but 
has no place for quitters.
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The Audit of an Advertistng Agency
By L. GLUICK, Certified Public Accountant (N. Y.)
New York, N. Y.
Need For This Article
The writer numbers among his clients a 
small, long established agency, whose audit 
he had always made personally. Desiring to 
have an assistant available for the work in 
the event of his absence or illness, he (the 
principal) decided that the best thing would 
be to have the junior read up on the theory 
before sending him out for the practice. To 
his considerable astonishment, the writer 
found a great paucity of literature on the sub­
ject, and was compelled to prepare “Some 
Notes on the Auditing of Advertising 
Agencies,” of which this article is the more 
formal outcome.
Introduction
Any accountant, or a t least any accountant 
who is worthy of a certificate, knows that 
although the rules of debit and credit are of 
universal application, an installation of a sys­
tem, or the audit of an existing one, without a 
thorough knowledge of the business and its 
needs, is a waste of his time and his client’s 
money. Even a “ready-made” system, pre­
pared by an “expert,” in any particular line 
is unsatisfactory. Every individual enter­
prise has, or imagines it has, idiosyncrasies, 
and an accountant who attempts the Pro­
crustean method invites disaster to his repu­
tation. The personality of the client must be 
studied as well as the business in which he is 
engaged. Accordingly the writer has selected 
from a bibliography of astonishing propor­
tions, the volumes which, in his opinion, con­
ta in  the most, and best presented information 
on the business of advertising. For the “Ac­
counting” for an Advertising Agency as dis­
tinguished from the “Auditing,” Kester, in 
h is third volume,* is excellent. Montgomery 
also has good material in his “Auditing.” * *
Fixed Assets 
The accounts to be kept are few and for the 
most part relatively simple. The capital in­
vestment is relatively small as there is no 
real manufacturing carried on; the bulk of 
the agency’s income is derived from purely 
personal services. The ordinary furniture 
and fixture accounts and depreciation reserve 
for same are carried, but care should be taken 
to see that framed illustrations are not car­
ried a t too high a valuation. They were prob­
ably originally acquired as a part of the work 
done for a client and have been paid for by 
the client, possession being retained by the 
agency and the value almost without excep­
tion is negligible.
Expense Accounts
The ordinary expense accounts used in any 
business office will suffice, but great care must 
be exercised in seeing that bills for station­
ery, printing and postage, properly charge­
able to clients, are not included in the agency’s 
expense account. An accounts payable 
ledger is not required; a voucher system is 
preferable provided the agency’s manage­
ment does not insist on having a ledger ac­
count with each creditor for the purpose of 
ascertaining quickly the volume of business 
done with tha t creditor. An ordinary journal 
with four or six columns on either side of the 
central explanation space will suffice for all 
original entries for an ordinarily conducted 
small agency. If the business is sufficiently 
great to warrant it, this book may be sup­
plemented by cash books, journals, voucher 
registers, *pp. 465ff.** Vol II, P. 473 (1922 
Edition), etc., appropriately ruled.
Accounts Receivable
The only difficulty which an auditor not 
versed in advertising agency procedure will
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experience is in the handling of accounts 
receivable and “sales.” It would, of course, 
be possible to simply charge all costs in­
curred for the account of clients to a pur­
chase or cost account and credit all bills ren­
dered to clients for costs and services to a 
sales or income account, the difference being 
the agency’s profit. But this method would 
be unsatisfactory from any point of view. 
The agency’s clients expect and are entitled 
to receive details of the services rendered 
them and the agency must be prepared to 
furnish the same. To accomplish this sev­
eral methods may be used:
Cost Accounts
1. All purchases made or costs incurred 
for clients could be charged to a cost account. 
Then periodically, in accordance with the 
agreement existing between the agency and 
the client, bills would be rendered and the 
following entry, pro forma made:
Dr. A ccounts R ece ivab le . . . .  
Cr. C o sts ................................. ...............
Incom e ......................... ...............
The details of this entry would be taken 
from the cost account. This method is likely 
to prove unsatisfactory if the agency’s bus­
iness is large and the items entering into 
the cost are numerous.
2. Another method is to carry a control 
account as before for costs in which the 
total of all costs incurred for clients is 
posted and a subsidiary cost ledger carried 
with an account for each client, entering in 
this ledger the details of each item and clear­
ing it periodically by a journal entry as 
above.
3. A still better method is to have a single 
ledger account for each client with two debit 
and two credit columns. Each item of cost 
will then be posted to one of the debit col­
umns and cleared periodically by a journal 
entry as in  (1) the amount of the bill being 
then entered in the second debit column. The 
difference between the two columns, then, 
is the profit made on that client’s account. 
Of course, allowance must be made for items 
charged to this account but not billed until
a subsequent period; it being a universal 
custom to plan advertising campaigns as 
much as six months in advance and lay in a 
stock of cuts, circulars, illustrations and 
other material. A retainer fee for counsel­
lor, which is also quite customary, would not 
appear in the cost column, the entry being 
made directly to the account receivable and 
a separate “counselling fee income” account 
credited.
Profit
The agency generally makes a double 
profit or commission on each transaction re­
lating to material. That is, it takes all trade 
and cash discounts allowed by the printer, 
engraver, artist, or publication, but charges 
the client for the gross amount plus the 
stipulated commission, which is generally 
about 15 per cent. The different  between 
the net amount of the invoice and the amount 
charged to the client constitutes a  double 
profit.
Purchases
The best method of handling bills for ma­
terial is to have a memorandum charge book 
in which are entered on a single sheet for 
each client all bills for materials and space 
purchased or contracted for, and provided 
with columns for the name of the company 
from which the purchase was made, the date 
of the invoice, the gross and net amount of 
the bill and the amount with which the client 
is to be charged. From this last column, the 
typewritten bill to be rendered the client is 
made up. If, instead of a memo charge book, 
the envelope voucher system is used, the de­
tails are entered on the face of the envelope. 
But in this case, care must be taken to obtain 
duplicate invoices from all creditors. The 
original invoice is filed under the creditor’s 
name and vouched against the creditor’s 
statements and the voucher register. The 
duplicate is filed in the charge envelope, and 
a thorough test of the entries on the face 
of the envelope against the voucher therein 
contained, should be made. Discounts espe­
cially should be exhaustively tested, if not 
checked in full, and care should be exercised
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in ascertaining that the agent’s commission 
is figured on the correct basis; gross or net 
as the custom or agreement may provide.
Cash
Moreover, the envelope will not always 
contain vouchers for all items properly 
chargeable to the client. For instance, the 
agent may make a trip to a fair or conven­
tion, for the purpose of setting up a display 
of the client’s wares. This trip will be paid 
for in cash, and an item for same be found 
in the cash book, and posted to the client’s 
cost account. But as it is difficult, and some­
times impossible to obtain vouchers for 
traveling expenses, there will be nothing in 
the envelope to indicate to the bill clerk that 
they have been incurred. Accordingly, the 
voucher envelope should be checked with the 
client’s ledger account, and if possible, a 
“dummy” voucher made out.
Petty Cash
Similarly the petty cash should be audited 
to see if there are any items of “direct” 
client’s expense therein contained and not 
charged to the client. The loss through 
failure to do this may amount to a surpris­
ing sum.
Of course, a well managed office has little 
or no petty cash. Aside from car fares, none 
is required. Stamps, subway tickets, etc., if 
purchased in quantity may be paid for by 
check, and large taxicab companies will also 
permit a charge account. If much cash is 
used, the auditor must point out the danger 
therein and insist upon the amount being 
reduced.
Interest
Another item for the auditor to consider 
is interest to be charged to the agency’s 
client. Contracts should be examined and 
if interest is to be allowed on advances, or 
charged on unpaid balances, it should be 
noted, and at a closing accrued. The uni­
versal practice noted above, of the agent’s 
ordering and paying for the space in advance, 
means that the agent himself must borrow
at the bank, and if any portion of this ex­
pense can be recovered, it should be.
“Art”
There is one other item which is liable to 
cause considerable difficulty in costing. This 
is generally referred to as “Art.” The 
agency may have on its permanent staff a  
number of artists or give out the work which 
is to be done, to specialists; one may do the 
figures, another the lettering, the third the 
coloring and others the retouching or other 
work which is to be performed. It is a  
revelation to most people to see the amount 
of detail work which is required for the pro­
duction of even a simple advertisement with 
an illustration. The agency may purchase 
a rt work from free-lance artists and carry 
it in stock awaiting a suitable opportunity 
for using it, or else order it for specific con­
tracts. In the former case, it will be neces­
sary to carry an art inventory account; this 
ordinarily, will be the only inventory with 
which the accountant will have to deal and 
in the absence of definite information, should 
be carried a t cost. When the drawing is 
used for a specific purpose a journal entry 
should be made charging the cost account 
or column of the client for whom it is used 
arid crediting the a rt account.
When any work is done by the agency’s  
permanent a rt staff, the artist should be in­
structed to note carefully the time taken for 
each illustration made and this time figured 
at the hourly rate of the artist’s salary. The 
cost thus determined should be either 
charged directly to the client’s cost account 
or, if it is done during a slack period in an­
ticipation of future needs, to the art inven­
tory account.
Payroll
In connection with the foregoing para­
graph, the payroll should be audited. There 
is no reason why persons of sufficient intel­
ligence to do art or copy work should not be 
paid by check, and in case of a cash payroll, 
the auditor should protest. Moreover he 
should take note of any increases in wages.
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 123
to over $19.25 per week, so that a file card 
from which Tax Forms No. 1096 and 1099 
are made up, can be started. In the case of 
piece or free-lance workers, such a card 
should be carried anyhow. This may seem 
undue stress on a small point but auditors 
will do well to remember that advertising 
is basically a Sales proposition. Every ex­
perienced auditor knows the indifference, if 
not contempt, with which salesmen gener­
ally treat all “paper work” except a signed 
order and a commission check, and advertis­
ing Agents are on the whole no different.
It is for this reason that every Agency 
Audit should begin with Cash. Despite all 
efforts at education to the contrary, princi­
pals will go to the banks and cash a counter 
check (sometimes apparently, for no other 
purpose than to impress the client he is 
taking lunch), fail to tell the cashier, and 
so throw out the cash balance. If it can be 
done without antagonizing the client, the 
client’s bank should be firmly instructed to 
honor no check except the regular, printed, 
voucher check.
Although the matter of circularizing cus­
tomers and creditors, at closing, is one with 
which every Auditor is familiar, too much 
stress can not be placed on it for an Adver­
tising Agency. The detailed checking of 
space contracts, etc., which a well conducted 
agency does, leads to many claims, and it is 
important to see that these have been 
allowed or adjusted. The auditor can fre­
quently obtain statements which the Agency 
would not ask for, or could not get if it did.
In Conclusion
In conclusion it must be borne in mind that 
the foregoing is of necessity generally. The 
writer knows of no agency tha t does not 
specialize, either as regards the merchandise 
advertised, or the method of advertising. 
Each one has its own peculiar needs, and 
means of filling them. And as pointed out 
above, the service performed is personal; 
the work is Art or closely akin thereto, and 
Artists are notoriously temperamental. A
vast knowledge of auditing will not suffice if 
the Auditor can not conform his work to his 
client’s. In short, tact is essential.
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IRREGULAR PRODUCTION COSTS 
MONEY
[E x ecu tiv e  Serv ice  B u lle tin —M etro p o litan  L ife  
Ins. Co., Feb., 1925.]
One of the outstanding problem s of industry  
today is th at of stab ilizing production, sa les and  
em ploym ent. It has been estim ated  by the N a­
tional Bureau of Econom ic R esearch that the in ­
com e loss to the people of the U nited States from  
irregularity  w as $8 ,865 ,000 ,000  during th e  period  
1909 to 1919. B ased on data available for the  
years 1890 to 1919 inclusive, the econom ic lo ss to  
the country in  physical production in  th e m ining, 
m anufacturing and transportation industries w as 
approxim ately 3 per cen t. of the possible produc­
tion, tak ing  into account both excess production in  
good tim es and losses in  lean years.
The present system  of in term itten t and variable  
production is accom panied by the intangible  but 
serious d isadvantages inseparable from  long or re­
curring unem ploym ent; d issatisfaction , anxiety, 
underm ining of regular habits of industry, im pair­
m ent of health , and privation.
P resident C oolidge, in  addressing the January  
convention of the A ssociated General C ontractors 
of A m erica recognized the problem  and m ade th e  
fo llow ing  suggestion :
If in  periods of great business activ ity  th e  
work o f construction m ight be som ew hat re­
laxed, he said, and if  in  periods o f business  
depression and slack em ploym ent these w orks 
m ight be expanded to provide occupation for 
w orkers otherw ise idle, the resu lt w ould be a 
stab ilization  and equalization  w hich w ould  
m oderate the a lternations of em ploym ent and  
unem ploym ent. This in  turn w ould tend to  
favorable m odification of the econ om ic. cycle. 
It is som eth ing to be greatly  desired, but it s  
accom plishm ent is attended by much difficulty.
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Accounting as Related to Administration 
and Proprietorship
By HOMER A. DUNN, C. P. A.
Of Haskins & Sells
A paper read before the American. E lectr ic R a ilw ay  A ccountants’ A ssociation  at A tlantic City,
October 7. 1924
Mr. Chairman and Gentlemen:
In choosing the subject “Accounting as 
Related to Administration and Proprietor­
ship” I was actuated largely by a desire to 
avoid boring you with a discussion of that 
detail of classification with which you are 
surfeited in your daily lives and affairs or 
by discussion among yourselves in these 
conventions. No line of clear distinction in 
the relations of accounting can be drawn 
as between management and proprietorship. 
If, however, I can present something that 
will tend to inspire you with confidence in 
your opportunity and in your ability to con­
structively cooperate in promoting the in­
terests of the companies which you repre­
sent, I will have done you a service.
Electric railways have been greatly bur­
dened with economic troubles during recent 
years and have been industriously engaged 
in efforts to meet them. Only a Gilbert and 
Sullivan operatic satire or a Shakespearean 
tragedy could do justice to their situation 
from a political point of view. Politicians 
keep themselves in the limelight by sensa­
tionalism. They find it expedient to play 
for votes by picturing utilities, and particu­
larly electric railways, as seeking to crush 
the crowd under a juggernaut of iniquitious 
wealth and conspiracy. Whatever is sensa­
tional naturally appeals to the public press 
and so it  is led into aiding and abetting.
In the metropolis of this country, we have 
the spectacle of a transit commission ap­
pointed by the State to serve the public in­
terest and opposed in its every move by the 
city administration. The latter is fighting
for municipal ownership, and when it can 
not serve that end by training its guns on 
the “transit ring,” i t  trains them on the 
transit commission. The administration of 
tha t municipality has even gone so far as 
to establish and operate a radio broadcasting 
station at the cost of the taxpayers. This 
attains the utmost height of political pub­
licity. The defense is advanced that it is 
all in the interest of the people. The crowd 
has not sufficient intelligence or ambition to 
do its own thinking and is relieved and 
pleased by the substitution of “its master’s 
voice.” I t is useless to deny tha t the crowd 
mind is affected by the constant repetition of 
this sort of thing; that the words of the 
oracle are as satisfying to their souls as 
ambrosia would be to their palates. Un­
fortunately, the higher intelligences have 
not the patience to listen in throughout 
these diatribes, nor has their interest been 
sufficiently aroused to cause them to digest 
the public press reports.
I t is of record in the public press tha t this 
radio station was used a week ago this even­
ing by the mayor of the municipality for a 
period of an hour in broadcasting a prepared 
statement concerning the city’s rapid transit 
troubles and attacking both the rapid transit 
companies and the transit commission.
It is also of record in the press immedi­
ately following this broadcast attack and its 
publication, that the local utility shares were 
under pressure in the market. At the same 
time, there appeared two noticeable adver­
tisements for the sale of bonds; one for the 
sale of $2,500,000 additional first and refund­
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ing mortgage, 6½ per cent, bonds of the Chi­
cago Rapid Transit Company at 94½, to 
yield over 7 per cent; the other was for the 
sales of $12,500,000 twenty-year 6 per cent, 
bonds of a company which manufactures and 
distributes medicinal, toilet, and other prep­
arations, a t a price of 99¾, to yield 6.04 
per cent.
Have or have not these things a signifi­
cance as indicating a need for offensive and 
forceful publicity having for its purpose the 
advancement of the interests of electric rail­
way companies and the investors therein? 
Since the latter are not in a position to as­
sociate themselves together for such pur­
pose, does it not devolve upon the electric 
railway companies to do the functioning in 
that regard?
Municipal ownership and operation has 
found its way into a number of metropolitan 
cities, but nowhere is it of record as a bene­
fit to the community. In some places it has 
resulted in higher fares; in all places it has 
resulted in loss of taxes on the property. 
Other evils have been the removal from state 
regulation and the increase of political power. 
Municipal administrations smoke - screen 
these political aspects.
If any man can find some way by which 
to overcome publicity misinformation, other 
than by publicity of the facts, he well may 
be hailed as a savior. If you accept the con­
clusion that there is no other way, you should 
accept responsibility for full cooperation in 
the work. Development of ability to look 
upon the public as having a composite mind 
will aid in the formulation of financial and 
statistical data that will carry a correct and 
comprehensive message. The composite 
mind needs to be visualized as containing the 
angles of view that are common to the 
banker, the investor, the patron, and the 
Government commission. In the patron you 
will find a large part of the crowd mind. 
When these have been covered in financial 
data and statistics, little will remain for the 
requirements of the manager beyond refine­
ments for economic studies.
The formulation of financial and statisti­
cal data for publicity purposes, however, 
should not be entered upon in a haphazard 
way. It seems to me that it would be quite 
worth the while of the electric railways to 
organize, at common expense, a permanent 
advisory bureau (call it information bureau, 
if you please) to make researches and to 
study the ways and means by which best 
may be accomplished effective publicity in 
all needful directions. Such a bureau would 
need to be so selected that in its components 
it would have an acute psychological under­
standing of how best to reach the minds of 
those whom I have enumerated. In order 
to be most effective, publicity must deal with 
facts in so simple a way and so directly 
combative of demagogic misrepresentation as 
to carry conviction to the mind sought to be 
reached, and it must be constant and per­
sistent. The field is one for the play of the 
imagination and constructive genius of the 
accountant mind, the economic mind, and the 
advertising mind, all working in harmony 
and to a common end.
A bureau of this kind would need to give 
consideration to simple measurements of 
financial data tha t would reach the unculti­
vated mind, or that would bring out relations 
appealing to the analytical mind. As illus­
tration, one measurement might be in the 
number of dollars each of the several kinds 
of property and assets (some net) per dol­
lar of long-term debt; another might be in 
the number of dollars of the same, after ap­
plying long-term debt against the property 
immediately securing it, per dollar of pre­
ferred capital stock, if any; and another 
might be per one dollar of common stock 
and surplus. By comparison, growth in any 
and every respect could also be brought out. 
Among other ways, measurement of admin­
istration in summary form could be worked 
out per one dollar of long-term debt, per one 
dollar of preferred capital stock, and per one 
dollar of common capital stock and surplus.
The patron mind might be reached by 
placarding the public investment, composed
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of long-term debt and all classes of capital 
stock and the surplus, and the per cent of 
return thereon; condensed operating and in­
come data per one dollar of such public in­
vestment; also condensed operating and in­
come data per passenger carried.
You must all have observed frequently the 
publication in newspapers—more frequently 
about the time of the issue of annual re­
ports—of vague, incomprehensible, or incon­
clusive write-ups of financial data appertain­
ing to various and numerous companies—a 
charge tha t may not be laid at the door of 
distinctly financial journals or publications. 
These even appear in the associated press 
and in wire specials, in which, of course, 
there is a tendency to condensation which 
often has the effect of mulling things up. A 
great deal of this sort of thing, however, 
comes from the effort of untrained repor- 
torial minds to make a write-up from an an­
nual report. This garbled stuff in the public 
press is not helpful, if not actually injurious.
I feel sure that an advisory or information 
bureau could find a way to a remedy and a 
way that would place before the public de­
sirable informative facts. A possible way 
would be to outline advance write-ups, in a 
manner in which they would be made by an 
experienced and intelligent financial reporter, 
to be given out to the press in conjunction 
with annual reports or a t such other times 
as might be propitious.
The bureau might give consideration to 
and function for the common interest on re­
visionary measures desirable to be discussed 
and brought about, if possible, with federal 
and state commissions. As one of the re­
visionary measures, my mind runs to the 
excessive refinement in all commission clas­
sifications; totally unnecessary for the car­
rying on of commission functions. You will 
get my meaning if you will total the smaller 
items in each main division of operating ex­
penses and divide the totals of such groups 
by the total operating expenses. If you have 
not already done this, you will be astounded
by the small proportions which these com­
putations will disclose.
You may readily conceive that such a bu­
reau should be composed of real experts 
working cooperatively, and functioning in 
a quite proper way, but wouldn’t  it save a 
lot of haphazardness of effort and be well 
worth the cost?
It is not possible to force upon any admin­
istrator or manager information or data that 
he thinks he does not want. Ofttimes, how­
ever, the desire may be created through 
practical demonstration.
Experienced administrators understand the 
value of indices to uneconomic conditions, in­
dices which point the direction of research 
for the discovery of the precise facts and the 
means whereby to stop waste or correct 
faulty practices. Let me suggest two such 
indices, based on some practical and agreed 
condensation of the voluminous detail of op­
erating expenses. One would be a compari­
son of the percentage ratios of the several 
items to the total operating expenses, in 
months and in periods. Another would be to 
measure such items against like items for 
some period such as three or five years pre­
vious, according to the conditions. This 
measurement might be applied to both 
monthly and periodic expenses. The process 
would be to divide each amount by the 
amount of the like item in the basic period. 
The result would be to produce the amount 
of expense incurred in the current period in 
relation to each dollar of like expense in­
curred in the basic period.
Now about periods. Have you thought 
much about, or caused others to consider, 
the value of constant twelve-month compari­
sons as in contrast with comparisons for 
elapsed periods of fiscal years. If not, it is 
suggested as quite worth while to make the 
test with open mind. You may think tha t the 
constant twelve-month accumulation means a 
lot of work, but if you lay it out system­
atically a t the beginning of a fiscal year, that 
thought will disappear after one year’s op­
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eration. It involves only the subtraction of 
data for the oldest month of twelve and the 
addition of data for the new twelfth month. 
In the first year, the real work involved lies 
in the establishment of comparative data. It 
is obvious that at the end of the fiscal year 
the same data will be accumulated as if pro­
ceeding from the beginning of the fiscal year.
The graphic line of monthly revenue is not 
a tangent; it is afflicted with curvature, or 
with peaks and valleys. You are all familiar 
with the established custom of distributively 
disposing of a lot of more or less fixed or 
constant expenses for a year on the basis 
of time elapsed, therefore very familiar with 
the fraction of one-twelfth. A question for 
your serious consideration is whether or not 
the custom produces fair results. I want to 
put into your minds the possibility of giving 
better service to the administrator and the 
proprietor. This will involve something like 
budgeting. Budgeting, as you know, is 
largely estimating, but it is always possible 
to progressively adjust toward actuality as 
the end of a fiscal year approaches, without 
serious distortion of the results for any 
month. If, at the beginning of the year, esti­
mates are made of the more or less fixed 
constants which are to be found in mainte­
nance and general expenses, if not elsewhere, 
and an estimate of the revenue by months 
also is made, the year estimates of the former 
can be brought into percentage relation to 
the year estimate of the latter. Obviously, 
the use of these percentages for the monthly 
charging out of such expenses would be to 
approximately follow the graphic line of the 
revenue. You are all accountants of suffi­
cient experience to understand the use of 
temporary accounts for the actual monthly 
expenditures made and how the estimates 
may be revised and adjustments started or 
made as soon as comparisons may indicate 
need. You will appreciate, I feel sure, the 
advantages to the administrator and the pro­
prietor of such a procedure over one involv­
ing the utilization of a permissive equaliza­
tion account as a factor in operating expenses.
With a proper clean-up or clearance a t the 
year-end it would seem that objection could 
not well be taken by any federal or state 
authority.
AUTUMN EXTRA SESSION TO CUT 
TAXES FORECAST
[W ash in g to n  P o s t, Feb. 18, 1925.]
A n extra session  o f Congress, called in  Septem ­
ber for the prim ary purpose of reducing taxes, is  
believed probable by som e of the forem ost adm in­
istration  leaders in  Congress. P resident Coolidge 
has h is mind fixed on another reduction  of taxes  
as soon as practicable and men in  Senate and  
H ouse who are close to the W hite H ouse are look­
ing forw ard to such a reduction next autum n.
The P resident has so far been apparently deaf 
to argum ents for an extra session  th is spring, but 
for w eeks there has been persistent ta lk  a t th e  
Capital that an extra session  in  Septem ber w as far  
from  being out of the question. It is  pointed  
out that the fiscal year w ill end June 30, th at 
the T reasury probably w ill show  a health y  sur­
plus and that w ith  definite figures at hand as 
to w hat the surplus is  and opportunities for 
judging  w hat the surplus, w ithout tax revision , 
w ould be by June 30, 1926, it  w ill be possib le to  
proceed to the revision  of taxes in te lligen tly .
A prom inent adm instration leader gave it  as 
h is opinion th at if  the P resident could see h is  
w ay clear to gettin g  an adm inistration  tax re­
vision  program  through Congress next fa ll there  
would be an extra session  in  Septem ber. H e  
was assum ing nothing w ould happen to force one 
earlier.
It is considered significant th at Chairman Green, 
o f the H ouse ways and m eans com m ittee, is  p lan­
n ing to have h is com m ittee get down to w ork next 
fa ll in  preparation for tax revision.
Secretary M ellon w ill press h is plan for reduc­
tion  of surtaxes w henever tax revision  com es up. 
One report is  that he w ill urge a m axim um  of 20 
per cen t. but th is is  lik ely  to depend on w hat is  
estim ated  to be the tem per of the new  Congress 
and w hat it  is  practicable to get through.
DEFINITIONS
Synonym : A word you use w hen you can’t sp ell 
the other one.— Y ellow  Jacket.
MENTAL INDIGESTION
Som ebody said  a waffle was a non-skid pancake. 
W e call it  a baked cross-word puzzle.— The K able- 
gram .
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Code of Ethics
By A. C. UPLEGER, C. P. A., Chairman, Committee on Ethics.
At the last meeting of the American So­
ciety of Certified Public Accountants, the 
committee on professional ethics presented 
a report with the recommendation that it be 
printed in the Society’s magazine, and the 
request that all those who have any sug­
gestions or criticism to offer, offer them as 
promptly as possible in order that the com­
mittee may have the cooperation of the full 
membership. 
It is the desire to your committee to give 
to the membership the most complete and 
the most embracing Code of Ethics of any 
of the professions. We have the advantage 
of being able to study the codes of other pro­
fessions and have, in addition, the services 
of organizations who do all in their power 
to establish correct codes of ethics in various 
lines of endeavor. Chief among these organ­
izations we find Rotary International and the 
United States Chamber of Commerce.
The following is a bit of criticism that has 
come to us, and we trust that the member­
ship will consider and comment upon it:
“The report as a whole is a splendid ex­
pression of the desire to establish a defi­
nite and yet progressive plan of action 
for members of the Society. Undoubtedly 
it is a statement which is more easily 
comprehended or absorbed by the pro­
fessional accountant than by the layman.
“If it is the thought of your committee 
that the code should be stated just as this 
report is stated, then the feeling of the 
layman seems to be that though the meat 
is there it is difficult to get at. That is, 
there is a feeling tha t the rules of con­
duct are not dressed down to a form suffi­
ciently concise to be readily comprehen­
sible to the average reader.
“The second observation made is tha t 
the provisions of the code are not grouped 
under headings. By grouping the rules
of conduct of a code under headings, such 
as, ‘Relationship between Employer and 
Employee,’ ‘Relationship with Competi­
tors,’ ‘Relationship with Clients,’ ‘Rela­
tio n sh ip  with the Public,’ etc., the code 
is rendered more effective for the indi­
vidual members of the association adopt­
ing it. Such grouping facilitates ready 
reference to specific provisions; of the 
code and helps the individual member of 
the organization classify its provisions 
and so retain them in mind.
“You have already given thought to 
these two points, but perhaps this addi­
tional comment may be of some help to 
you.
“Would not there be some advantage in 
including in the code certain specific rules 
of conduct covering different phases of 
the accountant’s responsibility to the pub­
lic in general? The reports of account­
ants appear in connection with announce­
ments of securities being offered for sale, 
etc. This is just one phase of the rela­
tionship with the public in general which 
comes to mind. Another specific ques­
tion is whether or not it is practicable to 
make the code require tha t all business 
or professional announcements should 
contain the names of the individual cer­
tified public accountants who are mem­
bers of the organization issuing them. 
Probably it is, or the provision would not 
be in the code. Have not some organi­
zations fa r too many certified public ac­
countants on their staffs to make it a t 
all feasible to publish their names in the 
announcements of the organizations?
“One point on which we are curious is 
the application of the rule against con­
tingent fees in connection with the work 
of an accountant on tax cases. Is this
(C o n tin u ed  on p a g e  136.)
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D I R E C T O R Y
Members o f  State Boards o f  Accountancy and 
State Society Officials as of  February 24, 1925
* Indicates Member of A m erican Society of Certified Public A ccountants.
C om piled  from  th e  b e s t in fo rm a tio n  o b ta in ab le . W e w ou ld  a p p re c ia te  h a v in g  a n y  e r ro rs  in th e  l is tin g  ca lled
to o u r  a tte n tio n .
A labam a S tate  B oard o f A ccountancy:
Chairman, M. W. A ldridge, C. P . A .,* P . O. Box
695, M ontgom ery, Ala.
Secretary-Treasurer, F rancis B. Latady, C. P . A .,
Brown Marx B ldg., B irm ingham , Ala. 
M ember, George T. R osson, C. P . A.,* 316 F irst 
N ational Bank Bldg., M obile, Ala.
A labam a Society  o f  Certified P u b lic  A ccountants: 
P resident, Hom er B. U rquhart, C. P . A., T itle  
B ldg., B irm ingham , A la.
Secretary-Treasurer, John F. A ndrews, C. P. A.., 
E m pire B ldg., B irm ingham , Ala.
Alaska, T erritorial B oard o f A ccountancy:
P resident, R. M. Courtney, C. P . A., A nchorage, 
A laska.
Secretary-Treasurer, W. S. George, C. P . A., 
Juneau, A laska.
Member, B. A. R osselle, C. P . A., Juneau, A laska. 
A rizon a  S tate B oard of A ccountancy:
P resident, W. H. P lu nkett, C. P . A.,* Box 1385, 
Phoenix, Ariz.
Secretary, Jam es M. Lawton, C. P. A.,* Box 597, 
Tucson, Ariz.
T reasurer, C. A. W eidler, C. P . A., 90 Bashford  
B ldg., Prescott, Ariz.
A rizona S tate Society o f P u b lic  A ccountants:
P resident, W. H. P lu nkett, C. P . A.,* Box 1385, 
P hoenix, Ariz.
V ice-P resident, J. W . W agner, C. P . A.,* Box
696, Phoenix, Ariz.
Secretary, J. M. Lawton, C. P. A.,* Box 597, 
Tucson, Ariz.
T reasurer, H. W . R oundtree, O’N eill B ldg., 
P hoenix, Ariz. 
S ta te  B oard of A ccountancy o f A rkansas:
P resident, H. W. H ennegin, C. P . A.,* L ittle  
R ock, Ark.
Secretary, Charles H. Orto, C. P. A., L ittle Rock, 
Ark.
T reasurer, Sim on Bloom , C. P . A., P ine Bluff, 
Ark.
A rkansas Society  of C ertified P u b lic  A ccountants: 
P resident, Frank W ittenberg, Sr., C. P . A., 1913  
Scott St., L ittle R ock, Ark.
Secretary, J. I. Trawick, C. P. A ., Southern Trust 
B ldg., L ittle  R ock, Ark.
Treasurer, H. W. H ennegin, C. P . A.,* Southern  
Trust B ldg., L ittle Rock, Ark.
C alifornia S tate B oard o f A ccountancy:
President, John F. Forbes, C. P. A ., Crocker 
Bldg., San Francisco, Calif.
V ice-P resident, R. E. B light, C. P . A .,* W ash­
ington  Bldg., Los A ngeles, Calif.
Secretary-Treasurer, W illiam  D olge, C. P . A .,*  
369 P ine St., San Francisco, Calif.
Member, B. W. Bours, C. P. A., Crocker B ldg., 
San Francisco. Calif.
Member, H. Ivor Thom as, C. P. A .,* A. G. B art­
le tt B ldg., Los A ngeles, Calif.
C alifornia S tate S ociety  o f Certified P u b lic  A c­
countants :
P resident, W illiam  D olge, C. P . A.,* 369 P ine St., 
San Francisco, Calif.
1st V ice-President, W . C. K ottem ann, C. P. A.,*  
510 W. 6th St., Los A ngeles, Calif.
2nd V ice-P resident, H. Ivor Thom as, C. P. A.,*  
A. G. B artlett B ldg., Los A ngeles, Calif.
Secretary-Treasurer, John F. Forbes, C. P . A ., 
Crocker B ldg., San Francisco, Calif.
S tate B oard o f A ccountancy o f Colorado:
P resident, Clarence F. H elw ig, C. P . A .,* Tem ple 
Court B ldg., Denver, Colo.
Secretary, Theo. J. W ittin g , C. P. A.,* 1030 F os­
ter B ldg., Denver, Colo.
Treasurer, Em m a Manns, C. P. A ., 1010 F oster  
B ldg., Denver, Colo.
Colorado Society  o f Certified P ub lic  A ccountants:
P resident, Louis C. Linck, C. P . A.,* 601 F irst 
N atl. B ank Bldg., Denver, Colo.
1st V ice-P resident, Leon W illiam s, C. P . A., F irst 
N atl. B ank Bldg., Denver, Colo.
2nd V ice-President, T. R eddington, care of 
W indsor Farm  Dairy, Denver, Colo.
Secretary, T. R. Young, C. P. A., 14th and Broad­
way, Denver, Colo.
Treasurer, Geo. W ells, Denver N atl. B ank Bldg., 
Denver, Colo.
A uditor, J. N. Armour, 1030 F oster B ldg., Den­
ver, Colo.
S tate o f C onnecticut S tate B oard o f A ccountancy:
P resident, C. F. Coates, C. P. A.,* 750 Main St., 
H artford, Conn.
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Secretary, Irville A. May, C. P. A .,* 129 Church 
St., N ew  H aven, Conn.
Treasurer, H. F. Seward, C. P. A., 151 Court St., 
N ew  Haven, Conn.
C onnecticut Society  o f Certified P ublic A ccount­
ants:
P resident, Leon. E. V annais, C. P. A., 30 A sylum  
St., Hartford, Conn.
V ice-President, M. L. Blanchard, C. P. A., 43 
Farm ington A ve., H artford, Conn.
Secretary, S. Earl Shook, C. P. A.,* 945 Main St., 
B ridgeport, Conn.
Treasurer, Frederick W . Child, C. P. A., 12 
L exington A ve., Greenwich, Conn.
B oard o f A ccountancy for  th e  D istrict o f Colum bia;
President, R. G. R ankin, C. P. A., W ilk ins B ldg., 
W ashington, D. C.
Secretary, W m. Clabaugh, C. P. A.,* 1319 F. 
Street, N. W ., W ashington, D. C.
Member, J. J. M iller, C. P. A.,* M unsey B ldg., 
W ashington, D. C.
D istrict o f  Columbia In stitu te  o f Certified P ublic  
A ccountants:
P resident, J. A. Councilor, C. P . A.,* 426 W ood­
ward Bldg., W ashington, D. C.
V ice-President, E. M. Tyler, C. P. A.,* 1319 F  
Street, N. W ., W ashington, D. C.
Secretary-Treasurer, C. V aughan Darby, C. P. 
A.,* M unsey B ldg., W ashington, D. C.
D elaw are S tate B oard o f A ccountancy:
P resident, P eter T. W right, C. P . A., E quitable  
B ldg., W ilm ington, D el.
Secretary-Treasurer, C. E. Iszard, C. P. A ., 2054  
Du P ont B ldg., W ilm ington, Del.
Member, George M. Jones, Dover, D el.
D elaw are Society  o f Certified P ublic A ccountants:
P resident, W . H. Van H eckle, C. P . A., Morris 
Bldg., Philadelphia, Pa.
V ice-President, P eter T. W right, C. P. A., E quit­
able B ldg., W ilm ington, Del.
Secretary, W ill A. Clader, C. P . A ., Packard  
Bldg., Philadelphia, Pa.
Treasurer, C. E. Iszard, C. P. A., Du P ont B ldg., 
W ilm ington, Del.
F lorida  S tate B oard o f Accountancy:
Chairman, Geo. H. Ford, C. P . A ., P en insu lar  
C asulty B ldg., Jacksonville, F la.
Member, R obert Pentland , Jr., C. P . A ., Clark 
B ldg., Jacksonville , F la .
Member J. A. H ansbrough, C. P. A ., F irst N atl. 
Bank Bldg., Tampa, F la.
Society  o f Certified P ub lic  A ccountants in  F lorida:
P resident, W alter M ucklow, C. P. A ., P en insu lar  
C asualty B ldg., Jacksonville , F la.
V ice-P resident, T. G. H utchinson, C. P. A., St. 
Jam es B ldg., Jacksonville , F la.
Secretary, J. M. Jordan, C. P. A., St. Jam es  
B ldg., Jacksonville, F la.
Treasurer, R obert P entland, Jr., C. P. A., C lark  
B ldg., Jacksonville, F la.
Georgia S tate B oard of E xam iners o f P ub lic  Ac­
countants :
Chairman, C. R. D awson, G. P. A.,* M cGlawn- 
Bowen B ldg., A tlanta, Ga.
Secretary-Treasurer, E dison  F. Huff, C. P. A .,*  
21 H aynes St., A tlanta, Ga.
A ttorney L. D. McGregor, W arrenton, Ga.
Georgia Society  o f Certified P ublic A ccountants:
P resident, Charles F. Seeger, C. P. A.,* 504-508  
H urt B ldg., A tlanta, Ga.
1st V ice-President, W m. H. Jam es, C. P. A .,* 904  
A tlanta  N ational Bank Bldg., A tlanta , Ga.
2nd V ice-President, J. L. R espess, C. P . A ., 
709-11 A tlanta N atl. Bank B ldg., A tlanta, Ga.
3rd V ice-President, W. M. Cumming, C. P . A.* 
Fourth  N atl. B ank B ldg., A tlanta, Ga.
Secretary, F . P. R ivers, C. P . A.,* 504-508 H u rt  
Bldg., A tlanta, Ga.
Treasurer, Edward R ichardson, C. P . A .,* A t­
lanta Trust Company B ldg., A tlanta, Ga.
Territory o f H aw aii T erritorial B oard o f A ccount­
ancy:
P resident, H. D ouglas Young, C. P . A ., 4 1 4  
Castle & Cooke B ldg., H onolulu, T. H.
Secretary, E rnest R oy Cameron, C. P . A ., 4 04 -6  
K auikeolani B ldg., H onolulu, T. H.
Treasurer, A dolf Frank Baum an, C. P. A ., care  
of Bank of H aw aii, Ltd., H onolulu, T. H.
Idaho State B oard of A ccountancy:
President, N. H. Young, C. P. A., Box 223, B oise, 
Idaho.
Secretary, E. C. S. Brainard, C. P. A ., P ayette , 
Idaho.
F . A. Jeter, Com m issioner, Law E n forcem ent 
and ex-officio Secretary o f Board, B oise, Idaho.
Chas. Laurenson, D irector, Bureau o f L icense, 
B oise, Idaho.
Idaho A ssociation  o f Certified P ub lic  A ccountants:
P resident, N. H. Young, C. P . A., Box 223, B o ise , 
Idaho.
V ice-P resident, C. E. F olsom , C. P. A ., Y ates  
B ldg., B oise, Idaho.
Secretary-Treasurer, J. W . R obinson, C. P . A., 
1114 N orth 7th Street, B oise, Idaho.
Illin o is B oard o f E xam iners in  A ccountancy :
Chairman, Jam es P . McGregor, C. P . A ., 105  
South LaSalle St. Chicago, I l l .
Secretary, F . B. A ndrews, C. P. A ., 76 W . M onroe 
St., Chicago, I ll.
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George P. T uttle, Secretary Univ. Com m ittee 
on A ccountancy, U niversity of Illino is, Urbana, 
I l l .
A ttorney, W alter F. Dodd, Ph. D., 105 W . Mon­
roe St., Chicago, I ll.
I llin o is Society o f Certified P ub lic  A ccountants:
P resident, George E. Frazer, C. P . A.,* 208 S. 
LaSalle St., Chicago, I l l .
V ice-President, John A. Stolp, C. P . A ., 225 N. 
M ichigan A ve., Chicago, I l l .
Secretary, C. E. Jarchow, C. P. A., 606 S. M ichi­
gan A ve., Chicago, I l l .
Indiana S tate B oard o f Certified P ub lic  A ccount­
ants:
P resident, L awrence F. Orr., C. P . A., State  
H ouse, Indianapolis, Ind.
Secretary, W. G. Owens, C. P. A ., State H ouse, 
Indianapolis, Ind.
Treasurer, Greenberry G. Lowe, State H ouse, In­
dianapolis, Ind.
Indiana A ssociation  o f Certified P ub lic  A ccount­
ants :
President, Geo. E. Morgan, C. P. A., 917 Hum e- 
Mansur B ldg., Indianapolis, Ind.
V ice-P resident, Geo. B. B uist, C. P . A., 1011  
F irst N atl. Bank B ldg., F ort W ayne, Ind.
Corresponding Secretary, H. A. H oney, C. P. A.,* 
State L ife B ldg., Indianapolis, Ind.
R ecording Secretary, O. C. H erdrich, C. P . A.,* 
M erchants Bank Bldg., Indianapolis, Ind.
Treasurer, Geo. S. Olive, C. P . A., Hum e-M ansur 
B ldg., Indianapolis, Ind.
A uditor, W . M. Madden, C. P . A.,* 802 M eyer- 
Kiser Bank Bldg., Indianapolis, Ind.
State o f Iow a Board o f  A ccountancy:
Member, Henry W. H oldsw orth, C. P . A., John­
son County Bank B ldg., Iow a City, Iowa.
Member, Chas. B. Tom pkins, C. P . A., Common­
w ealth  B ldg., D es M oines, Iowa.
Member, W illiam  Guthrie, C. P. A.,* 607 Francis 
Bldg., Sioux City, Iowa.
Iow a S tate Society  o f Certified P u b lic  A ccountants:
P resident, A. H. H am m arstrom , C. P . A.,* 208-9  
W eston B ldg., Clinton, Iowa.
V ice-President, P. L. B illings, C. P. A ., Common­
w ealth  B ldg., D es Moines, Iowa.
Secretary, E. J. W iedm an, C. P . A., 316 L iberty  
Bldg., D es M oines, Iowa.
Treasurer, George Parker, C. P . A., H ippee B ldg., 
Des Moines, Iowa.
K ansas S tate B oard o f  A ccountancy:
P resident, A. B. Sanders, C. P . A., F irst N ational 
Bank B ldg., W ichita, Kans.
Secretary, D. N . H enry, 641 N ew  E ngland B ldg., 
Topeka, K ans.
Member, Stanley Spurrier, C. P. A.,* 1100 B it­
ting  B ldg., W ichita, Kans.
K ansas In stitu te  o f Certified P ublic A countants:
President, J. D. M. Crockett, C. P . A., R epublic  
B ldg., K ansas City, Mo.
V ice-P resident, J. D. French, C. P. A., Columbian  
B ldg., Topeka Kans.
Secretary-Treasurer, W. T. N ewm an, C. P . A.,* 
Columbian B ldg., Topeka, Kans.
Director, H. B. Swanson, C. P. A., Columbian  
Bldg., Topeka, Kans.
S tate B oard o f A ccountancy o f K entucky:
P resident, J. W. R. Bradford, C. P. A.,* F lorence, 
Ky.
Treasurer, Benhard Bernstein , C. P . A.,* Inter- 
Southern B ldg., L ouisville, Ky.
Secretary, J. H. Youtsey, C. P . A.,* 1004 Com­
m ercial B ldg., Dayton, Ohio.
K entucky Society  of Certified P ublic A ccountants:
P resident, W. A. H ifner, Jr., C. P. A.,* 205 City 
Bank B ldg., L exington, Ky.
V ice-P resident, D. W. Quinn, Jr., C. P. A.,* 1004  
Com m ercial B ldg., Dayton, Ohio.
Secretary, R. E. M orrison, C. P. A., 3549 Burch  
Ave., C incinnati, Ohio.
Treasurer, Benhard B ernstein , C. P. A.,* Inter- 
Southern Bldg., L ouisville, Ky.
State B oard o f Certified P ublic A ccountants of 
L ou isian a:
P resident, A rchie M. Sm ith, C. P . A.,* 830 H i­
bernia Bank Bldg., N ew  Orleans, La.
Secretary, E m ile B ienvenu, C. P. A.,* 1109 H i­
bernia B ank Bldg., New Orleans, La.
Treasurer, R. J. LeGardeur, C. P. A.,* Caron­
d elet B ldg., N ew  Orleans, La.
Member, H. M. Snider, C. P. A.,* S lattery B ldg., 
Shreveport, La.
Member, C. E. W erm uth, C. P. A., Canal Com­
m ercial B ldg., N ew  Orleans, La.
Society  o f L ouisiana Certified P u b lic  A ccountants:
P resident, E m ile B ienvenu, C. P. A.,* 1109 H i­
bernia B ank Bldg., N ew  Orleans, La.
V ice-P resident, C. M. D oiseau, C. P . A.,* 506  
H ibernia Bank Bldg., N ew  Orleans, La.
Secretary, Geo. A. Treadw ell, C. P . A.,* 503 A u­
dubon B ldg., N ew  Orleans, La.
Treasurer, Curtis F. Scott, C. P. A .,* 820 W hit­
ney-C entral B ldg., N ew  Orleans, La.
M aine B oard o f  A ccountancy:
P resident, Geo. W. Goodrich, C. P. A., P atten , Me.
Secretary, W m. P. W hitehouse, A ttorney, 85 E x­
change St., Portland, Me.
Member, W m. P. H usband, Jr., C. P . A., F id elity  
Bldg., Portland, Me.
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M aine Society  o f Certified P ublic A ccountants:
P resident, Chester M. Foss, C. P. A.,* Chapman  
B ldg., Portland, Me.
V ice-President, E llen  Libby Eastm an, C. P . A., 
Sandford, Me.
Secretary-Treasurer, E arle H. Cunningham, C. P. 
A.,* Box 426, Portland, Me.
B oard o f E xam iners of P ublic A ccountants, State  
of M aryland:
Chairman, Thos. L. Berry, C. P. A.,* Calvert 
Bldg., B altim ore, Md.
Secretary-Treasurer, Jam es K. E agan, C. P. A.,* 
818 E quitable B ldg., B altim ore, Md.
A ttorney, W m. M ilnes M aloy, 1402 F id elity  
Bldg., B altim ore, Md.
Member, R. C. R eik, C. P. A.,* 1243 Calvert 
Bldg., B altim ore, Md.
Econom ist, W m. C. W eyforth, Ph. D., Johns H op ­
kins U niversity, B altim ore, Md.
M aryland A ssociation  o f Certified P ub lic  A ccount­
ants:
P resident, Charles O. H all, C. P . A ., F id e lity  
Bldg., B altim ore, Md.
V ice-President, J. K. E agan, C. P. A.,* E quitable  
Bldg., B altim ore, Md.
Secretary, J. D. Brawner, C. P. A.,* 1100 E. 
B altim ore St., B altim ore, Md.
Treasurer, W. A lbert Johnson, C. P. A.,* Calvert 
Bldg., B altim ore, Md.
M assachusetts B oard o f R egistration  o f Certified  
P ublic A ccountants:
Chairman, E dw in L. Pride, C. P. A.,* 40 C entral 
St., B oston , Mass.
Secretary, D aniel B. Lewis, C. P . A .,* Park  
Square B ldg., B oston , Mass.
Member, Geo. L. B ishop, C. P. A.,* 68 Devon­
shire St., B oston, Mass.
Member, Jam es J. Fox, C. P . A.,* L ittle  B ldg., 
B oston, Mass.
Member, P atrick  F. Crowley, C. P. A.,* 14 Cen­
tral A ve., Lynn, Mass.
M assachusetts Society  o f Certified P ub lic  A ccount-  
ants, Inc.:
P resident, Stanley G. H. F itch , C. P . A ., 1 F ed­
eral St., B oston, Mass.
V ice-P resident, F rederick Bond Cherrington, C. 
P. A.,* 79 Milk St., B oston, Mass.
Secretary, Chas. F . R ittenhouse, C. P . A ., 89 
State St., B oston, Mass.
Treasurer, A rthur T. Chase, C. P . A., 84 State  
St., B oston, Mass.
M ichigan S ta te  B oard of A ccountancy:
Chairman, Robt. Davidson, C. P. A.,* 1824 Dime 
Bank Bldg., D etroit, Mich.
Secretary, D. W. Springer, C. P . A.,* Ann Arbor, 
Mich.
Counsel, Theo. C. Betzold, 617 Dim e Bank Bldg., 
D etroit, Mich.
M ichigan A ssociation  o f Certified P u b lic  A ccount­
ants:
President, P. A. Kerr, C. P . A .,* 2231 Park Ave., 
D etroit, Mich.
V ice-President, P h ilip  B. Price, C. P. A.,* 542 
Book B ldg., D etroit, Mich.
Secretary, W. T. M cConnell, C. P . A.,* 1315 Ford  
B ldg., D etroit, Mich.
Treasurer, M. B. W alsh, C. P. A.,* 120 M adison  
Ave., D etroit, Mich.
M innesota S tate B oard o f A ccountancy:
President, J. S. M atteson, C. P . A ., 701 A lw orth  
Bldg., D uluth, Minn.
Secretary-Treasurer, E m il K roeger, C. P. A., 526 
Security B ldg., M inneapolis, Minn.
Member, H erbert M. Tem ple, C. P . A., 700 Capi­
ta l N atl. Bank B ldg., St. P au l, Minn.
M ississippi S tate B oard of P ublic A ccountancy:
Chairman, A. A. H odge, C. P . A.,* N atchez, Miss.
Secretary-Treasurer, W . Q. Sharp, C. P. A.,* 
505 N atl. Bank Bldg.. Jackson, Miss.
A ttorney, R. R. Hardy, Jackson, Miss.
M ississippi Society o f Certified P ub lic  A ccountants:
P resident, John A. R oss, C. P . A., Clarksdale, 
Miss.
V ice-President, J. A. R ogers, C. P . A., Jackson, 
Miss.
Secretary, L. A. W illiam s, C. P. A., Greenwood, 
Miss.
Treasurer, J. D. M eadows, C. P . A ., Meridian, 
Miss.
B oard o f A ccountancy o f  M issouri:
P resident, F. A. Sm ith, C. P . A., Lathrop B ldg., 
K ansas City, Mo.
Secretary, J. H. O’Connell, C. P. A .,* 942 P lan t­
ers B ldg., St. Louis, Mo.
Treasurer, Edward Fraser, C. P . A., 316 Scarritt 
Bldg., Kansas City, Mo.
Member, E. G. H. K essler, C. P. A., LaSalle B ldg., 
St- Louis, Mo.
Member, E. H. W agner, C. P. A., Arcade B ldg., 
St. Louis, Mo.
M issouri Society o f Certified P ub lic  A ccountants:
President, E. H. W agner, C. P . A., Arcade B ldg., 
St. Louis Mo.
1st V ice President, F. A. W right, C. P. A.,* Lath­
rop B ldg., K ansas City, Mo.
2nd V ice-President, Edward Fraser, C. P . A., 
Scarritt B ldg., K ansas City, Mo.
Secretary, John J. Lang, C. P . A ., L aSalle B ldg., 
St. Louis, Mo.
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Treasurer, E. W. G ottenstrater, C. P. A., 1136  
Arcade B ldg., St. Louis, Mo.
M ontana S tate Board o f E xam iners in  A ccountancy:
President, W illiam  A. Logan, C. P. A.,* State 
Capitol, H elena, Mont.
Secretary, A lfred J. R owland, C. P . A.,* Masonic 
Tem ple, M iles City, Mont.
Member, W . Grant H oage, C. P . A.,* 413 M etals 
Bank Bldg., B utte, Mont.
M ontana Society  o f Certified P u b lic  A ccountants:
P resident, R oscoe L. Thom as, C. P. A., H ennes­
sey  B ldg., B utte, Mont.
V ice-President, W m. B. F in lay, C. P. A., Great 
F alls, Mont.
Secretary-Treasurer, F. A. Johnson, C. P. A., 26 
W . 6th St., H elena, Mont.
A uditor, H ugh D. Galusha, C. P . A., H elena, 
Mont.
A uditor, R u ssell D. M iller, C. P. A., H elena, 
Mont.
S tate B oard o f E xam iners for  Certified P u b lic  Ac­
countants in  th e  S ta te  o f  N ebraska:
Chairman, John M. G ilchrist, C. P. A., Bankers 
R eserve L ife B ldg., Omaha, Neb.
Secretary-Treasurer, H enry C. M oeller, C. P . A.,* 
Omaha N atl. Bank Bldg., Omaha, Neb.
Member, State A uditor, Geo. W. Marsh, C. P. A., 
Lincoln, Neb.
N ebraska Society of P u b lic  A ccountants:
P resident, E. C. Babcock, C. P. A., 111 W oodm en  
of th e  W orld B ldg., Omaha, Neb.
V ice-P resident, E. R. Colvert, C. P . A., N atl. 
Bank of Commerce, L incoln, Neb.
Secretary, H enry C. M oeller, C. P. A.,* Omaha 
N ational Bank Bldg., Omaha, Neb.
Treasurer, Dana F. Cole, 711 T erm inal B ldg., 
Lincoln, Neb.
N evada State B oard o f A ccountancy:
P resident, D. J. Sullivan, C. P. A., Carson City, 
Nev.
V ice-P resident, C. F . De Armond, C. P. A., E lko, 
Nev.
Secretary, E. S. LaTourrette, C. P. A.,* Box 30, 
Reno, Nev.
S tate o f N ew  H am pshire B oard o f B ank Commis­
sioners:
Member, Frederic S. N utting, State H ouse, Con­
cord, N. H.
Member, Leon O. Gerry, State H ouse, Concord, 
N. H.
Member, Geo. E. Farrand, State H ouse, Concord, 
N. H.
N ew  Jersey  S tate B oard of P ublic A ccountants:
P resident, J. F. W elch, C. P . A.,* 129 M arket St., 
P aterson, N. J.
Secretary, W. H. Compton, C. P. A., 303 Broad  
Street B ank B ldg., Trenton, N. J.
Treasurer, Jas. H ughes, C. P . A., 104 F airv iew  
A ve., Jersey City, N . J.
The Society  o f Certified P ub lic  A ccountants o f  th e  
State o f N ew  Jersey:
P resident, J. F . W elch, C. P. A.,* 129 M arket St., 
P aterson, N . J.
V ice-President, M aurice E. Peloubet, C. P . A ., 
243 N. Parkw ay, E ast Orange, N. J.
Secretary-Treasurer, T. A. Crane, C. P . A., 80  
M aiden Lane, N ew  York City.
N ew  M exico S tate B oard o f A ccountancy:
Secretary, R. D. Jones, C. P. A., S tate T eachers  
C ollege, S ilver City, N. M.
State B oard o f Certified P ublic A ccountant E x­
am iners of New York:
P resident, F . W . L afrentz, C. P. A.,* 100 Broad­
way, N ew  York City.
Secretary, Charles S. McCulloh, C. P . A .,* 100  
Broadway, N ew  York City.
T he N ew  Y ork S tate Society  of Certified P u b lic  
A ccountants:
P resident, H om er S. Pace, C. P . A., 30 Church  
Street, N ew  York City.
1st V ice-P resident, Joseph J. K lein , C. P . A ., 1 9 
W . 44th St., N ew  York City.
2nd V ice-P resident, P . W . R. Glover, C. P . A ., 
120 Broadway, N ew  York City.
Secretary, Jam es F. Farrell, C. P . A ., 110 W il­
liam  St., N ew  York City.
Treasurer, W illis  S. W hittlesey, C. P . A .,* 20  
V esey St., N ew  York City.
N orth C arolina S tate B oard o f A ccountancy:
P resident, R. C. B irm ingham , C. P. A .,* Inde­
pendence B ldg., Charlotte, N. C.
V ice-P resident, Geo. H. Adam s, C. P. A .,* 814  
Johnston B ldg., Charlotte, N. C.
Secretary-Treasurer, W . T. Dixon, C. P . A., C iti­
zens N atl. Bank Bldg., R aleigh , N. C.
Member, John E. W ilson, C. P. A.,* 20½ Govern­
m ent St., A sheville, N. C.
N orth Carolina A ssociation  o f Certified P u b lic  A c­
countants:
P resident, D. H. M cCollough, C. P. A.,* Johnston  
B ldg., Charlotte, N. C.
V ice-P resident, F rederick Moore, C. P. A.,* 126  
Brevard Court, Charlotte, N. C.
Secretary-Treasurer, George E. W ood, 126 Bre­
vard Court, Charlotte, N. C.
134 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
North Dakota State Board of Accountancy:
Chairman, E. T. Towne, C. P. A., U niversity of 
North D akota, Grand Forks, N. D.
Secretary, J. A. Cull, C. P. A.,* Fargo, N. D.
A ttorney, F . E. McCurdy, Bism arck, N. D.
State Board of Accountancy of Ohio:
President, E. S. Thom as, C. P. A., 1107 U nion  
Trust B ldg., C incinnati, Ohio.
Member, L. F . R atterm an, C. P . A.,* Gwynne 
B ldg., C incinnati, Ohio.
Member, L. W . B lyth , C. P . A.,* U nion Trust 
B ldg., C leveland, Ohio.
Ohio Society of Certified Public Accountants:
President, C. A. Gano, C. P. A., M ercantile Lib­
rary Bldg., C incinnati, Ohio.
V ice-President, W. D. W all, C. P. A., 44 W. Gay 
St., Columbus, Ohio.
Secretary-Treasurer, R. A. H urst, C. P. A.,* 2 05- 
214 Second N atl. Bank B ldg., Toledo, Ohio.
State Board of Accountancy of State of Oklahoma:
P resident, George J. M echling, C. P. A ., S tate  
Exam iner and Inspector, State Capitol, Okla­
hom a City, Okla.
Secretary, Tom D. B oydston, C. P . A., K ennedy  
Bldg., Tulsa, Okla.
A ttorney, Geo. F . Short, State A ttorney General, 
State Capitol, Oklahom a City, Okla.
Oklahoma Society of Certified Public Accountants:
P resident, Robt. E. Garnett, C. P . A.,* Trades­
m ens N atl. Bank B ldg., Oklahom a City, Okla.
Secretary, Carl L. R ice, C. P. A., Chairman Board  
of Affairs, State Capitol, Oklahom a City, Okla.
Treasurer, Earl R. W illson , C. P. A.,* K ennedy  
Bldg., Tulsa, Okla.
Oregon State Board of Accountancy:
P resident, W . D. W hitcom b, C. P. A.,* Porter  
Bldg., Portland, Oreg.
V ice P resident, E. M. W ilson, C. P . A.,* 216 
Liberty B ldg., Medford, Oreg.
Secretary, Seth L. R oberts, C. P. A.,* North- 
w estern  B ank Bldg., Portland, Oreg.
Member, George Black, C. P. A., Sellin g  B ldg., 
P ortland, Oreg.
Member, A rthur B erridge, C. P . A., 614 W or­
cester B lock, Portland, Oreg.
The Oregon State Society of Certified Public Ac­
countants:
P resident, J. P . Dawson, C. P . A., N orthw estern  
Bank Bldg., Portland, Oreg.
V ice P resident, A rthur F. Jones, C. P . A., Cor­
bett B ldg., Portland, Oreg.
Secretary-Treasurer, A. C. E llis, C. P. A .,* N orth­
w estern  Bank B ldg., Portland, Oreg.
P ennsylvan ia  S tate B oard for th e  E xam ination  o f  
P ublic A ccountants:
P resident, Horace P. Griffith, C. P. A.,* Frank­
lin  Trust B ldg., Philadelphia, Pa.
V ice President, Frank W ilbur Main, C. P. A.,* 
Farm ers Bank B ldg., P ittsburgh , Pa.
Secretary, Joseph M. Pugh, C. P. A., Morris 
Bldg., Philadelphia, Pa.
Treasurer and A ttorney, Robt. L. W allace, New  
Castle, Pa.
P ennsylvan ia  In stitu te  o f Certified P ub lic  Ac­
countants :
P resident, John R. Lynn, C. P. A., Packard  
B ldg., Philadelphia, Pa.
V ice President, H. C. Magee, C. P . A., Stephen  
Girard B ldg., Philadelphia, Pa.
Secretary, Robt. J. B ennett, C. P. A., Land T itle  
B ldg., Philadelphia, Pa.
Treasurer, Wm. R. Main, C. P. A .,* Packard  
B ldg., Philadelphia, Pa.
B oard of A ccountancy of th e  P h ilipp ine Islands:
P resident, W. W . Larkin, C. P. A.,* 308 Masonic 
Tem ple, E scolta, Manila, P . I.
Secretary, D. T. D ikit, C. P. A., Bureau o f  
A udits, Manila, P. I.
Member, V. Carmona, C. P. A., Bureau of Treas­
ury, Manila, P. I.
R hode Island State B oard of A ccountancy:
Member, L. G. F isher, C. P. A., U nion Trust 
B ldg., Providence, R. I.
Member, E arle S. Clark, C. P. A.,* H ospital 
T rust B ldg., Providence, R. I.
Member, Geo. E. Comery, C. P . A., 625 Ind. 
T rust B ldg., Providence, R. I.
R hode Island  Society  o f  Certified P ub lic  Ac­
countants:
P resident, W illiam  H. Scott, C. P. A., B utler Ex­
change B ldg., Providence, R. I.
V ice P resident, Geo. B. Clegg, C. P. A., In­
dustrial Trust B ldg., Providence, R. I.
Secretary-Treasurer, E. L. Goodman, C. P . A., 
11th  F loor, U nion Trust B ldg., Providence, 
R. I.
South  Carolina B oard o f E xam iners o f Certified  
P ublic  A ccountants:
P resident, L. A. Searson, C. P. A.,* L iberty  
B ldg., Columbia, S. C.
Member, Geo. E. Olson, C. P. A.,* 520 K ing St. 
Columbia, S. C.
Member, L. L. W ilkinson, Jr., C. P. A.,* 1 3 2 9½ 
Main St., Columbia, S. C.
South Carolina A ssociation  o f Certified P ublic Ac­
countants :
P resident, B. C. W allace, Jr., C. P. A.,* A m erican  
B ank B ldg., Greenwood, S. C.
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V ice President, H. S. B lanton, C. P. A.,* E aton, 
Saussy & Co., Spartanburg, S. C.
.Secretary-Treasurer, N. E. Derrick, C. P. A., 
1218 Sum ter St., Columbia, S. C.
South Dakota State Board of Accountancy:
P resident, Frank R. Sm ith, P ierre, S. D.
V ice P resident, Otto A. Lindbloom , care of W . H. 
V an Camp, Inc., P ierre, S. D.
Secretary, J. E. Truran, P ierre, S. D.
Tennessee State Board of Accountancy:
Chairman, F. O. Beerm an, C. P. A., Stahlm an  
B ldg., N ashville, Tenn.
Secretary-Treasurer, J. S. Glenn, C. P. A., 504 
Stahlm an B ldg., N ashville , Tenn.
M ember, E. J. Cheatham , C. P. A.,* Shrine B ld g ., 
M emphis, Tenn.
M ember, Hom er K. Jones, C. P . A., 616 F alls  
B ldg., M emphis, Tenn.
Member, Geo. M. Clark, C. P. A., Jam es B ldg., 
C hattanooga, Tenn.
Texas State Board of Public Accountancy: 
Chairman, A. C. U pleger, C. P . A.,* F irst State 
B ank B ldg., W aco, Tex.
Secretary-Treasurer, T. J. Tapp, C. P. A., State 
N atl. Bank B ldg., H ouston, Tex.
Member, J. A. P h illips, C. P. A.,* Bankers Mort­
gage Bldg., H ouston, Tex.
M ember, T. E. A llday, C. P. A .,* 1177 City N atl. 
Bank Bldg., W ichita F alls, Tex.
Member, Lloyd B. Sm ith, C. P. A., 601 P rae­
torian B ldg., Dallas, Tex.
Texas Society of Certified Public Accountants:
P resident, Geo. A rm istead, C. P . A., S tate N atl. 
Bank Bldg., H ouston, Tex.
V ice President, Frank G. R odgers, C. P. A., 419 
City N atl. Bank B ldg., San A ntonio, Tex.
Secretary-Treasurer, C. E . Scales, C. P . A., 402 
Fort W orth N atl. Bank B ldg., F ort W orth, Tex.
Utah State Board of Accountancy:
D irector, J. T. Ham m ond, D epartm ent of R egis­
tration , Salt Lake City, Utah.
Member, J. P. Goddard, C. P . A., Salt Lake City, 
Utah.
Member, F. S. Form an, C. P . A., Salt Lake City, 
Utah.
Member, Seym our W ells, C. P. A., K earns B ldg., 
Salt Lake City, Utah.
Utah Association of Certified Public Accountants:
P resident, R. G. W orsley, C. P . A ., C lift B ldg., 
Salt Lake City, Utah.
V ice President, B. F . R eeves, C. P . A., M cIntyre 
Bldg., Salt Lake City, Utah.
Secretary, Seym our W ells, C. P . A ., Kearns 
B ldg., Salt Lake City, Utah.
V erm ont S tate B oard o f A ccountancy:
Secretary, Benj. Gates, M ontpelier, Vt.
Member, Thom as H. Cave, M ontpelier, Vt. 
Member, R obert C. Clark, M ontpelier, V t.
V irgin ia  S tate B oard o f A ccountancy:
Chairman, F. B. H ill, C. P. A.,* Law B ldg., Nor­
folk , Va.
Secretary-Treasurer, A. M. P ullen , C. P. A .,*  
A tlantic L ife B ldg., R ichm ond, Va.
Member, Dr. W m. L. Prince, Dean, U niversity  
of R ichm ond, Richm ond, Va.
Member, J. A. D. Parrish, C. P. A.,* N atl. Bank  
of Commerce B ldg., N orfolk, Va.
A ttorney, Thos. O. Moss, A m erican N atl. Bank  
Bldg., Richm ond, Va.
V irgin ia  S ociety  o f P ublic A ccountants:
President, W m. L. E lk ins, C. P. A.,* State and  
City Bank Bldg., Richm ond, Va.
V ice P resident, R. J. W alker, C. P . A.,* D ick­
son B ldg., N orfolk, Va.
Secretary, F . P . Stratford, C. P. A., S tate and  
City Bank B ldg., Richm ond, Va.
Treasurer, T. Coleman A ndrews, C. P . A.,* 401  
A m erican N atl. Bank B ldg., R ichm ond, Va.
W ashington S tate B oard of A ccountancy:
President, John W. Sparling, C. P . A .,* Central 
B ldg., Seattle, W ash.
V ice P resident, Frederick F oster, C. P. A.,* 625 
Central B ldg., Seattle, W ash.
Member, E. B. McBride, C. P. A., South 1125  
Ash St., Spokane, W ash.
W ashington Society  of Certified P u b lic  A ccount­
ants:
P resident, J. M. McConahey, C. P . A.,* 1049  
H enry Bldg., Seattle, W ash.
V ice-President, C. S. Cowan, C. P . A.,* W hite  
Bldg., Seattle, W ash.
Secretary-Treasurer, Pearce C. Davis, C. P . A.,*  
L. C. Sm ith B ldg., Seattle, W ash.
Board o f E xam iners for th e  E xam ination  o f Ac­
countants o f  W est V irginia:
Chairman, David A. Jayne, C. P . A .,* M asonic 
Tem ple B ldg., Charleston, W. Va.
Vice P resident, W. H. Rardin, A ttorney, B eek- 
ley, W. Va. 
Secretary, W. O. D ickey, C. P. A.,* 708 F irst  
N atl. Bank Bldg., H untington, W. Va.
A ssociation  o f  Certified P ublic A ccountants o f  
W est V irg in ia :
P resident, Okey K. H ayslip, C. P. A .,* 907 F irst  
N atl. Bank Bldg., H untington, W . Va.
V ice P resident, S. Chas. Steele, C. P . A.,* Pro­
fession a l B ldg., Fairm ont, W . Va.
Secretary, John P. V aughan, C. P. A .,* P. O. Box  
352, C harleston, W . Va.
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Treasurer, N. S. F itzhugh , C. P . A.,* 202 K ana­
w ha N atl. Bank Bldg., Charleston, W . V a.
W isconsin  State B oard o f A ccountancy:
P resident, Carl Penner, C. P. A.,* 1302 Trust 
Co. B ldg., M ilwaukee, W is.
Secretary, Benj. A. K iekhofer, C. P . A.,* 1302  
Trust Co. B ldg., M ilwaukee, W is. 
Member, Jam es H ayden, C. P. A.,* 4169 Grand 
Blvd., Chicago. I l l .
W isconsin  Society of Certified P ub lic  A ccountants: 
P resident, Carl Penner, C. P. A.,* 1302 Trust 
Co. B ldg., M ilwaukee, Wis.
V ice P resident, Shepard E. Barry, C. P. A .,* 504  
N orthw estern  M utual L ife Insurance Co., Mil­
w aukee, W is.
Secretary, George E inbecker, C. P . A., 925 F irst 
W isconsin  N atl. B ank Bldg., M ilwaukee, W is.
S ta te  B oard o f A ccountancy of th e  S tate o f W y­
om ing:
P resident, C. H. R eim erth, C. P. A.,* 401 O. S.
B ldg., Casper, W yo.
Secretary, W . D. B atchellor, C. P . A.,* Citizens 
N atl. Bank Bldg., Cheyenne, W yo.
Treasurer, A. L. Putnam , C. P . A., S tate A udi­
tors Office, C heyenne, W yo.
CODE OF ETHICS
(C on tinued  fro m  p a g e  128.)
taken care of by the exception of those 
cases where the accountant appears as 
an advocate? Or are the many instances 
where accountants are doing tax work on 
a contingent fee basis all frowned upon 
by the Society as being unethical?
“An adequate code is highly valuable 
to a professional association as a means 
of communicating to the general public 
the standards by which the individual 
members of tha t association are govern­
ing their conduct. For this reason it is 
again emphasized that the code which is 
comprised of concise and specific rules of 
conduct, stated definitely as ‘Shall’s’ and 
‘Shall Not‘s', these rules being grouped 
under several headings such as those sug­
gested earlier in this letter, is the most 
effective code.”
A code of ethics, when once adopted by 
our Society, must be adhered to by the en­
tire membership, and therefore, since it hits
so closely our relationship between employer 
and employee, competitors, clients and the 
public, it is of vast importance to every mem­
ber. The report of the Committee will be 
found in the November issue of THE CER­
TIFIED PUBLIC ACCOUNTANT.
INVENTORY CERTIFICATES
(C on tinued  fro m  p ag e  111.)
It is beyond the bounds of possibility for the 
auditor to satisfy himself that the inven­
tory, in its entirety, is the unencumbered 
property of the client. While the auditor is 
charged with possessing a reasonable amount 
of general business knowledge, he may not be 
expected to have all the technical and trade 
information which would enable him to pass 
on the question of obsolete or not readily 
saleable materials.
Any conscientious accountant who engages 
in public practice must expect to face certain 
difficult tasks and accept certain audit re­
sponsibility. If he is given the opportunity 
of verifying quantities and values and keep­
ing establishment of the inventory figures 
under control until completed, there appears 
to be no reason why he should shirk any 
audit responsibility in the m atter and render 
other than an unqualified certificate in so far 
as it affects inventories. If he is not afforded 
the opportunity stated, there is no reason 
why he should assume responsibility which 
is not his.
The major reason, perhaps, for requiring 
an inventory certificate grows out of the fact 
that accountants too infrequently are re­
tained to take or supervise inventories. If 
this function were included in an engage­
ment, there should be little necessity for re­
quiring an inventory certificate. Under cir­
cumstances of small or simple inventories, 
where inspection and a reasonable degree of 
business intelligence would permit of judg­
ment with regard to obsolete or not readily 
saleable goods, there would be little further 
need for an inventory certificate. But the 
cases in which accountants run afoul, so to
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speak, of falsification are not ones where 
the inventories are small and simple. They 
are not cases in which inventories have been 
taken under audit supervision. Instead 
thereof the amounts are large, the inven­
tories are complex, and the responsibility 
fo r some of the important component parts 
thereof is likely to be assumed by client, 
banker, lawyer, or someone else who is in­
volved in the proceedings. As to lack of en­
cumbrance, it is humanly impossible for the 
auditor to satisfy himself. The use of all 
reasonable means at times fails to disclose 
a  condition wherein a part of the inventory 
is affected by a lien of one kind or another.
The securing of an inventory certificate 
should not be used by the accountant as an 
excuse for making his audit of the inventory 
any less thorough than he otherwise would 
make it. He should work independently, and 
should not substitute the word of others for 
his own investigation. An inventory cer­
tificate may be regarded only as a supple­
ment to his own findings, a means of protec­
tion, as it were, to be used in case of neces­
sity.
The time has arrived, apparently, when 
public accountants should lay aside some of 
the theoretical questions and be governed by 
the practical considerations which affect 
their work. An inventory certificate theo­
retically may have no value. A dishonest 
official may sign a certificate supporting a 
falsified inventory. The president of a com­
pany may have no personal knowledge of 
the details making up the total to which he 
certifies. But where an accountant is con­
fronted with an embarrassing situation and 
some of the important parties to the situa­
tion are disposed to criticize the accountant, 
because of the shortcomings of others, for 
the disastrous results for which he may be in 
no way to blame, an inventory certificate 
may have value comparable to tha t of a rare 
jewel. An accountant’s greatest asset is his 
reputation. If the taking of inventory cer­
tificates will help to protect his reputation,
he should lay aside theoretical discussion and 
seize upon any honest and ethical measure 
which will preserve his professional standing.
VISITORS IN WASHINGTON DURING 
MONTH OF FEBRUARY
C. C. Denman, Vicksburg, Miss. 
Taylor E. Cress, Memphis, Tenn. 
Louis A. Searson, Columbia, S. C. 
W. B. Ferguson, Houston, Tex.
Max L. Pearl, New York City.
Seth Hadfield, Hartford, Conn. 
Stanley Spurrier, Wichita, Kans.
M. H. Rothman, New York City.
A. Henry Baum, New York City. 
Ralph W. Peters, Watertown, N. Y. 
Maurice Genez, New York City.
F. B. Perrigo, Grand Rapids, Mich. 
Jos. Eichenbaum, New York City. 
Henry J. Miller, New Orleans, La.
A, M. Pullen, Richmond, Va.
C. S. Goldston, Richmond, Va. 
Edward R. Burt, New York City.
A. Lee Rawlings, Norfolk, Va.
J. F. W. Heinbokel, Scranton, Pa. 
Frank A. Willison, Pittsburgh, Pa.
ANNOUNCEMENTS
Members of the firm of V. Frank Banta, 
Inc., Chicago, Illinois, announce the discon­
tinuance of business as such and the forma­
tion of a partnership under the name of V. 
Frank Banta & Co., Industrial Engineers, 
360 No. Michigan Avenue, 1901 London 
Guarantee Bldg., Chicago, Illinois, effective 
March 14, 1925.
W. D. Jones, C. P. A., announces the open­
ing of offices in suite 1101 Roanoke Building,
11 South La Salle Street, Chicago, Illinois, 
for the practice of public accountancy.
Ellwood A. Davis, C. P. A., formerly of 
Muscatine, Iowa, is now located in Charlotte, 
N. C.
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State Legislatures—Convening Dates
From  data furnished by the Secretaries of State,
Alabama
Odd years—quadrennially—second Tues­
day in January.
Arizona
Annually—second Monday in January.
Arkansas
Odd years—biennially—second Monday in 
January.
California
Odd years—biennially—first Monday after 
first day of January.
Colorado
Odd years—biennially—first Wednesday in 
January.
Connecticut
Odd years—biennially—first Wednesday 
after first Monday in January.
Delaware
Odd years—biennially—first Tuesday in 
January.
Florida
Odd years—biennially—first Tuesday after 
first Monday in April.
Georgia
Odd years—biennially—fourth Wednesday 
in June.
Idaho
Odd years—biennially—first Monday after 
first day of January.
Illinois
Odd years—biennially—first Wednesday 
after first Monday in January.
Indiana
Odd years — biennially — first Thursday 
after the first Monday in January.
Iowa
Odd years—biennially—second Monday in 
January.
Kansas
Odd years—biennially—second Tuesday in 
January.
Kentucky
Even years—biennially—first Tuesday in 
January.
Louisiana
Even years—biennially—second Monday 
in May.
Maine
Odd years—biennially—first Wednesday 
in January.
Maryland
Odd years—biennially—first Wednesday 
after first Monday in January (not to  
meet in 1925).
Massachusetts
Annually—first Wednesday in January.
Michigan
Odd years—biennially—first Wednesday 
in January.
Minnesota
Odd years—biennially—first Tuesday after 
first Monday in January.
Mississippi
Even years—biennially—first Tuesday af­
ter first Monday in January.
Missouri
Odd years—biennially—first Wednesday 
after first day of January.
Montana
Odd years—biennially—first Monday in 
January.
Nebraska
Odd years—biennially—first Tuesday in 
January.
Nevada
Odd years—biennially—third Monday in 
January.
New Hampshire
Odd years—biennially—first Wednesday in 
January.
New Jersey
Annually—second Tuesday in January.
New Mexico
Odd years—biennially—second Tuesday in 
January.
New York
Annually—first Wednesday in January.
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North Carolina
Odd years—biennially—first Wednesday 
after first Monday in January.
North Dakota
Odd years—biennially—first Tuesday after 
first Monday in January.
Ohio
Odd years—biennially—first Monday in 
January.
Oklahoma
Odd years—biennially—first Tuesday in 
January.
Oregon
Odd years—biennially—second Monday in 
January.
Pennsylvania
Odd years—biennially—first Tuesday in 
January.
Rhode Island
Annually—first Tuesday in January.
South Carolina
Annually—second Tuesday in January.
South Dakota
Odd years—biennially—first Tuesday after 
first Monday in January.
Tennessee
Odd years—biennially—first Monday in 
January.
Texas
Odd years—biennially—second Tuesday in 
January.
Utah
Odd years—biennially—second Monday in 
January.
Vermont
Odd years—biennially—first Wednesday 
after first Monday in January.
Virginia
Even years—biennially—second Wednes­
day in January.
Washington
Odd years—biennially—second Monday in 
January.
West Virginia
Odd years—biennially—second Wednes­
day in January.
Wisconsin
Odd years—biennially—second Wednesday 
in January.
Wyoming
Odd years—biennially—second Tuesday in 
January.
PROFESSIONAL ETHICS
(C o n tin u ed  from  p ag e  102.)
amidst darkness and obstruction. It is like 
the spear of the guardian angel of Paradise :
“No falsehood can endure 
Touch of celestial temper but returns 
Of force to its  own likeness.”
The object of this Essay is to arrive at 
some accurate and intelligible rules by which 
to guide and govern the conduct of profes­
sional life. It would not be a difficult task to 
declaim in general propositions—to erect a 
perfect standard and leave the practicioner 
to make his own application in particular 
cases. It is a difficult task, however, as it 
always is in practice to determine the precise 
extent of a principle, so as to know when it 
is encountered and overcome by another—to 
weigh the respective force of duties which 
appear to come in conflict. In all walks of 
life, men have frequently to do th is ; in none 
so often as at the Bar.
The responsibilities, legal and moral, of 
the lawyer arise from his relations to the 
court, to his professional brethren and to his 
client. It is in this order that it is proposed 
to consider and discuss the various topics 
which grow out of this subject.
The oath directed by law in this State to 
be administered upon the admission of an at­
torney to the Bar, “to behave himself in the 
office of attorney according to the best of his 
learning and ability, and with all good fidel­
ity, as well to the court as to the client: that 
he will use no falsehood, nor delay any man’s 
cause for lucre or malice,” presents a com­
prehensive summary of his duties as a prac­
titioner.
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WOMEN IN ACCOUNTANCY
(C o n tin u ed  from  p ag e  104.)
from the clients as from the other em­
ployees. So many clients have women secre­
taries and women bookkeepers these days 
tha t it is the exception rather than the rule 
for the client to make a point of the sex of 
the person who does his work. And the 
heads of the large accounting firms are inter­
ested primarily in good work and know that 
a well-trained woman is a good accountant 
and produces work of which no firm need be 
ashamed. But these same heads of firms are 
interested secondarily in the morale of their 
employees and the smoothness of the work­
ing of their organizations. A man junior 
objects to working under the supervision of 
a woman senior (at least out in public where 
it shows!), and some of them object to work­
ing alongside a woman junior. So that a 
woman in a large organization is apt to be 
the proverbial grain of sand. And as long as 
there is a plentiful supply of men obtainable, 
the large firms are likely to follow the paths 
of least resistance. The smaller, or one-man 
firms, are less difficult to enter.
The most influential men in the profession 
have seen the hardship thus imposed upon 
women and have regretted the injustice of 
it. It has been seriously proposed tha t the 
various Accountancy Acts be so modified 
tha t women may be admitted to examina­
tions on requirements of experience less 
rigid than those applied to men. It is to be 
hoped that this particular remedy will never 
be used as it would clearly and legally label 
women as “seconds” in the accounting pro­
fession. A certificate so secured by a woman 
would be of no more value to her than her 
diploma from her business college. At the 
same time it would automatically lower to 
this “second” class the valient women who 
have secured certificates on an equal footing 
with men.
Several of the women in practice for them­
selves report that after they have strug­
gled along until they are firmly established
on their own two feet—and only after this— 
the men’s older and more stable organiza­
tions often turn over small jobs to them. 
No explanation is offered of this phenomenon 
and no protest against it is offered on behalf 
of the women, who appear to find a moral 
stimulus and professional vindication in such 
belated fraternal patronage tha t perhaps it 
means more to them when it finally comes 
than the financial boost would have meant in 
that first hard bread and/or butter year.
Most of the women have faith that the 
prejudice against them will soon wear away, 
though for the most part now the only use 
the practicing men have for the practicing 
women is to suggest them as possible and 
logical employers of all women who come 
seeking a foothold. Thus the practicing 
women are able to maintain a valuable wait­
ing list of people eager to learn and eager to 
serve, who rarely have enough nerve to leave 
with all the clients they can corral after 
gaining their experience! Score one for the 
women!
The national professional organizations in­
vite and welcome women into their ranks and 
while some of the local organizations still 
carefully skip the women’s names when so­
liciting members, it is known that the Illi­
nois State Society changed its charter so 
that it might admit Miss Sivertson!
So it seems tha t the crux of the matter 
depends not upon class legislation but rather 
upon the caliber of the individual men and 
women involved and the ultimate recognition 
by both that both are human beings.
STATE BOARD NEWS
Louisiana
The State Board of Certified Public Ac­
countants of Louisiana announce that they 
have issued C. P. A. certificates to fifteen 
candidates who were successful at the C. P. 
A. examination held in New Orleans on No­
vember 13th and 14th. The Board also an­
nounces the issuance of five C. P. A. cer­
tificates through reciprocity.
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MEMBERSHIP OF THE AMERICAN 
SOCIETY
(C on tin u ed  from  the F eb ru a ry  issu e )
(M em bers recorded  from  F eb ru a ry  1st to F eb ru a ry  
26th, in c lu siv e .)
D av id  R o y  A n d erson , 27 O verh ill R oad, U pper D arby, 
Pa.
R o y  C. F isch er , 604 O live S treet, St. L ou is, Mo.
L a n a u x  R aresh id e , 421 W h itn e y  C en tra l B u ild in g , N ew  
O rleans, La.
J osep h  C. O lsen, 2916 B e st  A ven u e, O akland, C alif.
H arry  L. V iser , 1034 B ou levard , Sh revep ort, La.
H erm an n  C. M iller, 1550 G ra n v ille  S treet, C olum bus, 
Ohio.
W illia m  M. L ybrand , 110 W illia m  S treet, N ew  Y ork  
City.
H en ry  N. G reeley , 53 S ta te  S treet, B oston , M ass.
C h arles L. T alb ot, 24 F ed era l S treet, B oston , M ass.
G eorge K n ig h t  Shannon, 4039 C ab in et S treet, P i t t s ­
burgh , P a.
S. O. D ye, 716 W . T. W a g g o n er  B u ild in g , F o r t W orth , 
T ex.
P e r r y  D. L ip scom b , 2175 G id d in gs S treet, C h icago, I l l .
H en ry  C. Cole, 524 South  F o r ty -s ix th  S treet, P h i la ­
d elp h ia , Pa.
P ie te r  C. M aas, 115 E a s te r y  P a rk w a y , B ro o k ly n , N. Y.
G eorge M. Sachs, 19 W e st  F o r ty -fo u r th  S treet, N ew  
Y ork, N. Y.
M aurice W. S to llerm an , 110 W e st  T h ir ty -fo u r th  S treet, 
N e w  Y ork, N. Y.
A rn old  C h arles Soney, 29 P en n y b ro o k  R oad, L ynn, 
M ass.
H ow ard  S. B e ll, 201 E m p ire  S ta te  B u ild in g , Spokane, 
W ash .
W illia m  B. W ein b erg er , 30 Church S treet, N ew  Y ork, 
N. Y.
R u ss e ll  C. H a rr in g to n , 110 Cole A venue, P rov id en ce, 
R. I.
A rth u r  J. A n d rew s, 1 W e s t  B road w ay , B u tte , M ont.
W . D. M angam , 1 W e st  B ro a d w a y , B u tte , M ont.
A lb er t W . V olz, 317 S u n n y sid e  A ven u e, C arrick, Pa.
S am u el S. S tah l, 331 M ad ison  A ven u e, N ew  Y ork, N. Y.
Joh n  W . W h ite , 90 C olony R oad, L on gm ead ow , M ass.
B e n  S ta n to n  N aven , 1643 R id g e  A venue, E v a n sto n , I l l .
C h arles A. Sm ith, 316 W h eeler , K elly , H a g n y  B u ild in g , 
W ich ita , K ans.
W illia m  B. W a sh in g to n , 316 W h eeler , K elly , H a g n y  
B u ild in g , W ich ita , K ans.
R aym on d  G. R ansom , 316 W h eeler , K e lly , H a g n y  
B u ild in g , W ich ita , K ans.
V in cen t A. Sm ith , 316 W h eeler , K e lly , H a g n y  B u ild in g , 
W ich ita , K ans.
W illia m  Olaff, 27 School S treet, B oston , M ass.
F ra n k  G. S ch aefer , 723 P ro v id e n t B a n k  B u ild in g , C in­
c in n a ti, Ohio.
C harles C. T u ttle , 84 S ta te  S treet, B oston , M ass.
N orm an V. B e lle n o it , 1423 C om m on w ealth  A venue, 
B r ig h to n , M ass.
F ra n k  J. T h u n b erg , 40 C entral S treet, R oom  604, B o s ­
ton, M ass.
H aro ld  A. Z im m erm an, 1213 S ou th  E lm  S treet, M uncie, 
Ind.
H a rry  I. K ess ler , 73 T rem on t S treet, B oston , M ass.
R ob ert B. R o g ers , 66 A dam s S treet, S om erv ille , M ass.
John  C. F a rr in g to n , 40-48 L ee S treet, L o w e ll, M ass.
C arl W illia m  Strand, 208 A p p leton  S treet, H o ly o k e , 
M ass.
V a ld in e  B ak er, 901 Cosden B u ild in g , T u lsa , O kla.
E d w in  H. K in g , 6 B eacon  S treet, B o sto n , M ass.
F r a n c is  E. R oss, 212 N orth  F if th  A ven u e, A nn  A rbor, 
M ich.
G eorge T ild en  A ltm an , 332 Sou th  L a S a lle  S treet, C hi­
cago , I l l .
L e n a  E . M endelsohn , 60 S ta te  S treet, B oston , M ass.
S ch u y ler  D illon , 177 S ta te  S treet, B o sto n  M ass.
T. J a ck  B agb y , 812 C om m ercia l B a n k  B u ild in g , R a ­
le ig h , N. C.
G eo rg e  B e n n e tt  B u ist, 1011-14 F ir s t  N a tio n a l B an k  
B u ild in g , F o r t  W ayn e, Ind.
M aurice R ich e l, 342 M adison  A venue, N ew  Y ork, N. Y.
E d w ard  W a ld ro n  F in k , 803 S h erlan d  B u ild in g , S outh  
B end, Ind.
H aro ld  A. M ock, 28 B u rr o u g h s S treet, Jam a ica  P la in s ,  
B o sto n , M ass.
F red  C h arles A nderson , 1008 M a ssa c h u se tts  A v en u e , 
A rlin g to n , M ass.
J o sep h  C. M ahoney, 65 M a g n o lia  S treet, D o rch este r , 
M ass.
(C on tin u ed  in  our n e x t  Is su e .)
ASK MELLON 
“I wish now,” said the lecturer, “to tax your 
memory.”
A wail in the audience: “Has it come to that?”—  
Edinburgh Scotsman.
Headquarters
FOR
Income Tax Legal Publications
We extend a cordial invitation to all Cer­
tified Public Accountants to use our stock 
of books as part of their library while in 
the city of Washington.
A few of our useful publications are: 
Holmes’ Federal Income Taxes, 6th 
edition, 1925 $15.00  
Barton & Browning’s Federal In­
come and Estate Tax Laws, Cor­
related and Annotated, 2d ed.,
1925 ..................................................... 10.00
Jones’ Law of Evidence in Civil 
Cases, 3d ed., 1924   10.00 
Brumbaugh’s Legal Reasoning and
B r ie f in g .............................................. 5.00
Write for quotations on any books you 
may need to complete your library.
JOHN BYRNE & COMPANY
Law Publishers and Importers 
715 14th St. N. W. Washington, D. C.
One block from U. S. Treasury Building
In a n sw e r in g  A d v er tisem en t p lea se  m en tion  
T he C ertified  P u b lic  A cco u n ta n t
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DETECTIVES SOLICITING PUBLIC ACCOUNTING WORK
R A Y M O N D  J . B U R N S ,  p r e s . W .  S H E R M A N  B U R N S , SEC  & TREA S .
THE
WILLIAM J .  BURNS 
INTERNATIONAL DETECTIVE AGENCY.INC
t e l e p h o n e ;  l o c u s t  50 7 5-6 c a b l e  a d d r e s s  w i l b u r n s
A T L A N T A  C L E V E L A N D  (KANSAS CITY M O N T R E A L  P IT T S B U R G  S T .  L O U IS
B A L T IM O R E  , DA L L A S  L O N D O N  N E W  O R L E A N S   P O R T L A N D  SE A T T L E
B O S T O N  D E N V E R  L O S A N G E L E S  N E W  Y O R K  R I C H M O N D  S P O K A N E
B U F F A L O  D E S  M O IN E S  M E M P H IS  O K L A H O M A  CITY SAN F R A N C IS C O  T O R O N T O
C H IC A G O  D E T R O IT  M IA M I P A R I S  SA LT LAKE CITY VANCOUVER
C IN C IN N A T I H O U S T O N  M IN N E A P O L IS  P H IL A D E L P H IA  S A N  A N T O N lO  WASHINGTON, D C . 
A D D R E S S  ALL R E M IT T A N C E S  AND C O M M U N IC A T IO N S  D IR E C T  T O  A G E N C Y
R E P R E S E N TIN G : S P E C IA L S E R V IC E :
A M E R IC A N  B A N K E R S  A SSO CIATIO N SUITE 623-5 WIDENER BUILDING BURNS H O T E L  P R O TE C TIO N  D E P A R TM E N T
V A R IO U S  S T A T E  B A N K E R S  ASSO CIATIO N S U N IFO R M ED  P R O TE C TIV E  P A TR O L SER VIC E
PHILADELPHIA. PA.
DIVISION OF AUDITING
Jan. 8 , 1925.
Gentlemen:-
With $10,300,000 in losses thru embezzlement, $10,600,000 losses 
thru burglary, credit frauds of $400,0007000 and forgeries totaling 
$100,000,000 during the year 1923, it is evident that business methods 
are loose and the employer unprotected at some vital point.
Financial crimes cost the public and business institutions 
$3 ,000,000,000 in 1923. How much of this amount has your Company lost?
We suggest that you consult with our Division of Auditing for the answer 
and solution.
Our Division of Auditing is composed of seasoned, experienced, 
accountants, who serve you in the form of audits to a higher degree than 
the usual accountant. We furnish you with monthly, quarterly or yearly 
statements, and produce for the executives, logical reasons for any 
errors showing up in your accounts, a feature not usually included in 
the ordinary audit.
An audit made by the Division of Auditing of THE WILLIAM J . BURNS 
INTERNATIONAL DETECTIVE AGENCY, Inc., means a complete comprehensive 
audit to you, with confidential reports on those responsible for errors 
or irregularities, and individuals responsible for injecting the cancer 
of dishonesty into your organization.
Our rates for any form of accounting are based on a low econom­
ical charge, enabling even the smallest merchant to conform to a frequent 
check of his accounts. We cordially invite you to take up with us any 
matters pertaining to your accounts, financial affairs, employees, in 
fact any point of accounting, and our staff of accountants will be will­
ing to give you advice gratis as to procedure and costs.
Anticipating your inquiries concerning this service, we are
Very truly yours,
THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, Inc.
ACW:X A. CWarfel, Manager
A New Edition of
THE ACCOUNTANTS’ DIRECTORY
and WHO’S WHO
enlarged, improved and completely revised is being prepared. 
The co-operation of the publishers, the former editor, and 
T h e  A m e r ic a n  S o c i e t y  o f  C e r t if i e d  P u b l ic  A c c o u n t a n t s  
presages a publication of distinction and value.
In this volume the names and addresses of all practising 
accountants in the United States and Canada are given—  
approximately 10,000 names. A special “ Who’s Who ” 
Section gives the biographical sketches of the prominent 
members of the profession.
An effort is made to provide every requisite of a reference 
book and a, comprehensive and thorough arrangement of data. 
An authentic and accurate record of every certified public 
accountant has been compiled, to help check the persistent 
activities of those who devise means of appearing to be legally 
certified accountants, without any right to the distinction.
The various sections of the book may be briefly outlined as follows:
1. Geographical list g iv ing the nam es and 
addresses of accounting firms and com ­
panies w ith  their branch offices, ind ivid ­
ual practising accountants, cost ac­
countants, professors o f accounting, 
and authors of w orks on accounting.
2. An arrangem ent, a lphabetically  by 
states, show ing to whom  and in  w hat 
num erical order C. P. A. degrees have  
been issued.
3. An alphabetical index o f every nam e 
appearing in  th is volum e, ind icating all 
C. P. A .’s.
4. “ W ho’s W ho ” section— biographical 
sketches of a ll who are believed to be 
representative of the h igh est standards 
of the profession.
5. An appendix contain ing a bibliography, 
officers of State Boards and State and 
N ational Societies, and m iscellaneous 
in form ation .
M embership in  the A m erican Society  
of Certified Public A ccountants, The 
A m erican In stitu te  of A ccountants, and  
the N ational A ssociation  of Cost A c­
countants is indicated  throughout.
You are urgently requested to fill out information blanks 
which you receive and return them promptly to the publishers. 
In addition, keep them informed of any changes which occur.
This book will be off the press about March 15, 1925
Orders may be placed with
PRENTICE-HALL, Inc.
70 Fifth Avenue, New York City
The American Society of 
Certified Public Accountants
Woodward Bldg., Washington, D. C.
W H E N  A N S W E R IN G  A D V E R T I S E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC  A C C O U N T A N T
C. P. A. EXAMINATIONS
P R E P A R E  FO R  TH EM  AT T H E
Post Graduate School of 
Accountancy (N. Y. City, N. Y.)
F ounded  1912
230 N. Y. C. P. A.’s 
50 C. P. A.'s of other States 
Have Done So.
RESIDENT COURSE—Begins Feb­
ruary 24, 1925, for examinations 
of May, 1925.
CORRESPONDENCE COURSE—To
last 15 weeks, for examinations of 
any State.
Descriptive Pamphlet sent on request.
W rite  to
Paul-Joseph Esquerre, C. P. A.
20 Vesey Street, N. Y., N. Y.
P le ase  m en tio n  
T he C ertified  P u b lic  A cco u n tan t.
The Certified Public Accountant
T he Official O rg an  of th e  
AM ERICAN SOCIETY O F C E R T IF IE D  
PU BLIC ACCOUNTANTS
A nnounces th a t  i t  w ill a ccep t a  lim ited  
a m o u n t of h ig h -g ra d e  
AD V ERTISIN G  M A TTER
S ta te m e n t of C ircu la tio n  an d  A d v e rtis in g  
R a te s  w ill be fu rn ish e d  on a p p lic a tio n
T H E  C E R T IF IE D  PU BLIC ACCOU N TAN T  
W oodward Building, W ashington, D. C.
STANDARD APPRAISALS
Made by Qualified Experts in all lines
Correspondence Invited.
Standard Appraisal Company
90 John Street, New York
Branches, A ll Principal Cities.
Bound Volumes, Nos. 2 and 3
For 1923 and 1924, Respectively 
OF
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
With complete Index, are ready for shipment 
Place your order now as the supply will be limited
PRICE $5.00 PER VOLUME
THE CERTIFIED PUBLIC ACCOUNTANT
W O O D W A R D  B U I L D I N G  
WASHINGTON, D. C.
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC  A C C O U N T A N T
A Law Course W hich  Will  Help  
Y ou Pass the Bar E xa m in a t io n
Here is a method of spare-time law instruction 
especially prepared for busy business 
and professional men
SCATTERED throughout the country today there is a splendid array of law yers w hose training  and education w ere received outside of the  
class room.
Some of these men studied in law yer’s offices, 
w hile others, like Abraham Lincoln, obtained their 
train ing in such manner as they could from  w hat­
ever books they were able to obtain.
During recent years, how ever, these m ethods 
have become obsolete for business and professional 
men em ployed where residence study is im practi­
cable, and have been supplanted by the extension  
law  course and service conducted by B lackstone  
Institute, Inc.
The L eading N on-R esident Law School
B la c k s to n e  In s titu te , Inc., is  ch artered  as an ed u ca ­
tio n a l in s t itu t io n  un d er the la w s  o f th e  S ta te  o f I l l i ­
n o is an d  is a u th orized  to g iv e  n o n -r e s id e n t  la w  in ­
str u c t io n  and to c o n fer  th e  LL. B. d eg r e e  upon its  
g ra d u a tes.
T he co u rse  o f  tr a in in g  is com p lete . It  g iv e s  su ffi­
c ien t in stru c tio n  in la w  to p a ss the le g a l ex a m in a tio n  
for  th e  bar in an y  sta te , and y e t  the  w h o le  program  
is so  sh o rt and co n c ise  th a t it can be stu d ied  in sp are  
tim e w ith o u t  an y  in te rru p tio n  in the d a ily  b u sin ess  
sch ed u le .
Prepared by Leading A uthorities
T he B la c k s to n e  cou rse is the  p rod u ct o f 80 o f the  
m o st em in en t le g a l  a u th o r it ie s  in th e  U n ted  S ta tes . 
In clu d ed  in th e  l is t  of a u th o rs  are  C h ief J u stic e  W il­
lia m  H ow ard  T a ft  and A sso c ia te  J u st ic e  G eorge S u th ­
erlan d  of th e  U n ited  S ta te s  Suprem e C ourt, and the  
d ea n s o f e ig h t  o f th e  le a d in g  res id en t la w  sc h o o ls  of 
the cou n try .
O ther co n tr ib u to rs to th e  co u rse  are from  c o lle g e s  
and u n iv e r s it ie s  w h ich  are m em b ers o f th e  A m erican  
A sso c ia t io n  of L aw  Schools.
Com plete Law Library
T h e b a sis  o f the co u rse  is a b ig, h an d som e 25- 
vo lu m e la w  lib rary , M odern A m erica n  L a w , cited  as 
“M. A. L .” T h is  en tire  se t  co m p lete  is  fu r n ish ed  to 
the  s tu d e n t  a t th e  tim e of en ro llm en t.
T h is la w  lib ra ry  is to  be found  in th e  h om es and  
offices o f  th e  lea d in g  la w y e r s  and ju d g e s  o f th e  c o u n ­
try . The m a jo r ity  o f  s ta te  su p rem e co u rts and the  
U n ited  S ta te s  D is tr ic t  C ourt h a v e  c ited  the  w ork . 
T h is r e c o g n it io n  h a s n ot been  ex ten d ed  to a n y  other  
n o n -r e s id e n t  la w  school.
M. A. L. in  U se at the U niversities
C erta in  of the tr e a t is e s  and c o lle c tio n  of ca ses  from  
M odern A m erica n  L a w  have b een  se le c te d  for  c la ss  
room  u se  a t su ch  le a d in g  c o lle g e s  and u n iv e r s it ie s  as 
C ornell U n iv e r s ity , B o sto n  U n iv ers ity , U n iv e r s ity  of 
C hicago, U n iv e r s ity  o f I llin o is , U n iv e r s ity  o f K an sas, 
U n iv e r s ity  o f F lor id a , A lb a n y  L aw  School, C h icago  
L aw  School, D rak e U n iv ers ity , M arq u ette  U n iv ers ity , 
and m a n y  o th ers.
Other A ttractive F eatures
The stu d y  of the  te x t  and case books w h ich  m ake 
up th is  la w  lib ra ry  is  d irected  by a se r ie s  o f lesso n  
asigm m en ts m a iled  a t r eg u la r  in te r v a ls  th ro u g h o u t  
the  course. P ro b le m s are provid ed  g iv in g  th e  s t u ­
d ent a ch an ce  to w o rk  o u t the  so lu t io n s  and su b m it  
them  to th e  In s titu te  for  correctio n  and gra d in g .
T h ese  p rob lem s h a v e  been  prepared  by form er bar 
ex a m in ers and are ty p ic a l o f the q u estio n s  ask ed  in 
bar ex a m in a tio n s. In fa ct, in som e s ta te s , the  bar 
ex a m in ers h a v e  ask ed  for p erm iss io n  to u se  th ese  
p rob lem s in the ir  ex a m in a tio n s,
U n lim ited  c o n su lt in g  se r v ic e  is  g iv en  by the I n s t i ­
tu te ’s e d u ca tio n a l s ta ff  upon an y  m a tters  a r is in g  from  
the  stu d y  o f th e  course. In str u c tio n  in the la w s  of 
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The tu it io n  fee  for th e  cou rse and se rv ice  is  very  
m oderate and co v ers the  c o st  of a ll m a ter ia l and  
serv ice . T h er e  a r e  no e x tr a  c h a rg es  o f a n y  kind. 
L ib era l d eferred  p a y m e n ts  are a llo w ed .
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su c c e ss fu lly  a t th e  first a ttem p t. T h ose  w h o do n ot 
w in  ou t are g iv e n  a d d itio n a l co a ch in g  w ith o u t  ex tra  
ch a rg e  u n til th e y  are  su c c e ss fu l.
W rite for D etails
The co m p le te  sto r y  o f the B la c k s to n e  L e g a l T r a in ­
in g  C ourse and S erv ice  is g iv en  in an a t tr a c tiv e  128- 
p a g e  book, T he L aw  T ra in ed  Man. A cop y  w il l  be 
se n t free  upon req u est.
An ex a m in a tio n  o f th is  book  w ill  sh o w  im m ed ia te ly  
th a t B la c k s to n e  In s titu te , Inc., g iv e s  n o t o n ly  w ell-  
o rgan ized  in s tr u c t io n  but in te r e s tin g  in stru ctio n  as 
w ell. And the  en tire  p lan  is la id  out on such  a s y s ­
tem a tic  b a sis  th a t  an a v e r a g e  o f th ir ty  m in u te s  a 
day w ill  en ab le  you  to k eep  th e  stu d y  sch ed u le  up- 
to -d a te .
U se th e  coupon  b e lo w  in a sk in g  for you r copy  o f  
T he L aw -T ra in e d  M an, or if  you  prefer , send  a  post  
card req u est. R em em ber, there  is a b so lu te ly  no o b li­
g a tio n . A d d ress D ept. 362, B la c k s to n e  In s titu te , Inc., 
4 7 53 Grand B ou levard , C h icago, I l l .
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L O O K I N G  A T
“We are all in the gutter, but some of us 
are looking a t the stars.” These words were 
written by Oscar Wilde, the tragic story of 
whose life discloses that this man who for 
ten years as poet, playwright and critic, was 
the most noted and sought after author of 
his times, sacrificed everything for what has 
been termed his “dog’s vomit.”
Life is made up of just such contrasts. 
Good and evil in one and the same person. 
Noble thoughts and ignoble acts by one and 
the same person. Nature both kind and cruel 
in its various laws. The bitter and the sweet 
always in close proximity.
All of which but goes to show that the 
optimist is always justified, because if down 
in the gutter he looks up at the stars, while 
the pessimist finds plenty in the gutter to 
concentrate on. Therefore, let us choose the 
role of optimists—let us see the good rather 
than the evil, and thus acquire a philosophy 
of life that will sustain us and cheer us 
through the trials and tribulations tha t the 
ordinary man must endure.
When my friends would prove to me that 
the youth of our age are a neurotic, Godless 
lot, thinking and living only for comfort and 
color—love and sensual gratification—I look 
up.
When I am told that the ruthless, the 
strong and the shrewd prosper and become 
the idle, greedy and predatory rich, who 
alone inherit the world, I look up.
When I have it proven to me by this case 
and tha t case and that case that the modern 
accountant has prostituted his talents in the 
chase for the almighty dollar and that money 
alone marks success, I look up—and lastly.
T H E  S T A R S
When my friends prove to me, as can easily 
be done, that my editorials are not worth the 
space they occupy, that I reason from wrong 
premises and so forth and so forth—then it 
is I bid them look up at the stars.
FRANK WILBUR MAIN.
ACCOUNTANCY LEGISLATION
On page 187 of this issue we are reprint­
ing the new C. P. A. law of North Dakota. 
In the next issue we will reprint the new 
laws which have just been passed in North 
Carolina and Tennessee.
It will be the policy of THE CERTIFIED 
PUBLIC ACCOUNTANT to reprint f r om 
month to month such accountancy bills as be­
come laws, thus keeping the Certified Public 
Accountant appraised of the progress being 
made along this line in the various states.
NEW YORK C. P. A. LEGISLATION
At the present time three bills have been 
introduced into the New York Legislature 
looking toward the control of public account­
ants. The bill which is the spirit of the New 
York Society of Certified Public Accountants 
is No. 1468, introduced into the Assembly 
by Mr. Phelps.
This bill follows quite closely the lines of 
the bill which was passed by the legislature 
last year and vetoed by the governor, and 
the comments made on that bill would apply 
equally well to the Phelps’ measure.
New York being the first state to introduce 
C. P. A. legislation and also the state which 
has issued the largest number of C. P. A.
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certificates is looked to by other states as 
furnishing an example of what advanced C. 
P. A. legislation should be. It should be re­
membered, however, that New York has the 
Board of Regents as a body which has super­
vision over all professional legislation and for 
this reason powers may be granted in legis­
lation to the Board of Regents without in­
jury to the public or to the profession which 
might be serious if given to the ordinary 
state board of accountancy. The only pro­
vision in the Phelps bill to which this com­
ment applies is that which is found in Sec­
tion 80-h, which provides for the issuance of 
certificates under special provisions and un­
der certain conditions. This amounts to a 
reopening of the Waiver Clause. The pro­
vision is not mandatory but provides that 
“the Regents may, in their discretion, or 
upon recommendation of the board, etc., etc.”
The proposed bill will increase the board 
to five members appointed by the Regents. 
It defines the public practice of accountancy 
in the same manner as did the bill of a year 
ago. It provides that only a citizen, or a 
person who has declared his intention of be­
coming a citizen may secure a certificate as a
C. P. A., and that in case full citizenship is 
not completed, the certificate issued on first 
papers shall be revoked.
What is commonly known as the reciprocal 
provision enables the board to recognize cer­
tificates issued to certified public accountants 
from other states who have practiced for 
three years or more in such other state.
The bill provides for an annual license to 
engage in the public practice of accountancy 
and for the preparing and furnishing of an 
alphabetical list of all persons to whom such 
certificates to practice as certified public ac­
countants have been granted.
The penalty provision is more detailed than 
in the present law and provides not only a 
criminal liability but also a civil penalty for 
violation thereof.
Firms, all members of which are certified 
public accountants or chartered accountants, 
are permitted to engage in public accounting
provided that one partner is a certified pub­
lic accountant resident in New York and duly 
licensed to practice in New York.
Accountants from other jurisdictions are 
permitted to practice temporarily in the state 
and public accountants are authorized to em­
ploy persons who are not certified or licensed 
provided such employees work under the 
supervision of certified public accountants.
The bill is restrictive in nature, in that, 
should it pass, no person would be permitted 
to practice public accounting in New York 
unless he or she had received a certificate 
and a license from the Board of Regents.
D. W. SPRINGER.
Editor’s Note: As we go to press a message 
is received from New York which states that 
the Legislature adjourned on March 27, 1925, 
with the bill still in hands of Senate Com­
mittee.
C. P. A. LEGISLATION
So far reports have come to the office of 
the American Society and to its Legislative 
Committee showing that twenty-two differ­
ent states have either legislation affecting 
the certified public accountant before its 
legislature or it is in contemplation for this 
year. Those states, alphabetically arranged, 
a re : California, Colorado, Georgia, Idaho, 
Illinois, Indiana, Iowa, Kansas, Michigan, 
Minnesota, Missouri, Nebraska, New Mexico, 
New York, North Carolina, North Dakota, 
Oregon, Pennsylvania, Tennessee, Washing­
ton, West Virginia, and Wisconsin.
The only bills which at this writing 
(March 30) have become law are those of 
North Dakota, Tennessee and North Carolina. 
The legislation in Idaho, Indiana, New York, 
New Mexico, and Oregon failed of enactment. 
In most of the states the legislation is of an 
amendatory character, very few of the states 
seeking to make so many changes as to in­
volve the introduction of an entirely new 
measure. This issue goes to press at a time 
when it is impossible to more than guess as
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to the outcome of the measures in the various 
states. It is probable, however, that the net 
result of the legislative sessions will be in the 
interest of better protection for the public as 
the result of the changes which have been 
made in the laws.
VISITORS IN WASHINGTON DURING 
MONTH OF MARCH
E. F. Nunan, Boston, Mass.
Thos. F. O’Brien, Boston, Mass.
Martin Kortjohn, New York City.
John W. Sparling, Seattle, Wash. 
Patrick F. Crowley, Lynn, Mass. 
Thomas H. Evans, Detroit, Mich. 
Edward R. Burt, Newark, N. J.
D. W. Springer, Ann Arbor, Mich.
Wm. M. Madden, Indianapolis, Ind. 
Frederick J. King, New York City.
C. E. Packman, Chicago, Ill.
M. O. Carter, Memphis, Tenn.
Edgar A. Scherich, Memphis, Tenn.
W. A. Coy, Cleveland, Ohio.
J. Rowland Speer, Pittsburgh, Pa.
Earl S. Clark, Providence, R. I.
Edgar L. Myers, Providence, R. I. 
Francis M. McMahon, Denver, Colo. 
Edwin L. Pride, Boston, Mass.
Frank Wilbur Main, Pittsburgh, Pa. 
David Burton Griffin, Fort Worth, Tex. 
Mortimer A. Davis, Chicago, Ill. 
Charles F. Seeger, Atlanta, Ga.
C. E. Rivers, Atlanta, Ga.
Alfred H. Coe, Wilmington, Del. 
Abraham Greenspan, Holyoke, Mass. 
W. A. Garlick, San Francisco, Calif. 
John Charles McNeil, Louisville, Ky. 
Chester M. Foss, Portland, Me.
David A. Jayne, Charleston, W. Va.
L. Gluick, New York City.
W. C. Beck, Jr., Okmulgee, Okla.
Samuel J. Stone, Boston, Mass. 
Montgomery R. Smith, Denver, Colo. 
George M. Blandford, Boston, Mass. 
Edmund J. Fitz Gerald, Chicago, Ill. 
Jesse L. Cramer, Parkersburg, W. Va. 
Donald P. Fleming, Parkersburg, W. Va.
Harry M. Goldblatt, New York City. 
A. I. Gladstone, New York City. 
Philip B. Price, Detroit, Mich.
T. F. Kennedy, Dallas, Tex.
AMERICAN SOCIETY AND INSTITUTE 
COMMITTEES MEET
At the conclusion of the meeting held be­
tween the committees representing the Amer­
ican Institute of Accountants and the Ameri­
can Society of Certified Public Accountants 
in New York on March 18, our committee re­
quested Mr. Springer to prepare a short run­
ning news account of what transpired. This 
account will be found on page 153 of this
issue. ------------------------------
IF  YOU WANT FRIEN DS  
D on’t contradict people, even if you’re sure you are 
right.
D on’t be inquisitive about the affairs of your 
friends.
D on’t underrate anything because you don’t pos­
sess it.
D on’t  believe that everybody e lse  in  the w orld is  
happier than you.
D on’t conclude that you have never had any op­
portunities in life.
Don’t believe a ll the evils you hear.
D on’t  be rude to your in feriors in  social position. 
D on’t jeer at anybody’s relig ious belief.
Learn to hide your aches and pains. F ew  care.
Do not try to be anything else but a gentlem an, 
or a gentlew om an, and that m eans one who 
has consideration  for the w hole w orld, and  
w hose life  is governed by the Golden Rule: 
“Do unto others as you w ould be done by.”
— The Kablegram .
Never
—strike a man when he’s down. You can’t 
tell how big he’ll be when he gets up.
—make love in a buggy. Even horses carry 
tales.
—bite your finger nails. Remember what 
happened to Venus.
—serenade your girl. You can’t tell what 
her father may not need around the house.
—Bison.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
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State Society and Other News
District of Columbia
The District of Columbia Institute of Cer­
tified Public Accountants held its quarterly 
meeting on Monday, March 16, a t 6.30 p. m., 
at the Columbia Golf and Country Club. There 
were quite a number of guests present, mem­
bers and guests numbering about 50. J. A. 
Councilor, president of the Institute, presided.
D. W. Springer, of Ann Arbor, Michigan, 
first president of the American Society of 
Certified Public Accountants and present sec­
retary of the Michigan State Board of Ac­
countancy, made the talk of the evening, hav­
ing as his subject “The Present Situation in 
Accounting Legislation.”
After dinner the company was entertained 
by professional entertainers. This meeting 
was voted the most enjoyable yet held by the 
D istrict of Columbia Institute of Certified 
Public Accountants.
Louisiana
The Society of Louisiana Certified Public 
Accountants has shown a remarkable growth 
in membership during the last few months, 
the membership being increased from about 
40 to 79. This membership includes, with 
three or four exceptions, all the practicing 
certified public accountants in the state, 
whether in practice for themselves or on the 
staff of others.
Massachusetts
The March meeting of the Massachusetts 
Society of Certified Public Accountants, Inc., 
was held in the new Chamber of Commerce 
Building, Room L, on Monday, March 23, 
1925, at 7.00 p. m.
The meeting was set aside as an “Educa­
tional Night” and Dean Wallace B. Donham, 
of the Graduate School of Business Admin­
istration of Harvard University, Dean 
Everett W. Lord, of the College of Business 
Administration of Boston University, and
Dean Carl D. Smith, of the School of Com­
merce and Finance of Northeastern Univer­
sity, talked to those present on the purposes 
and accomplishments of their respective 
schools, particularly as they relate to the 
work of accountants.
The Massachusetts Society of Certified 
Public Accountants, Inc., will hold its twenty- 
fifth anniversary celebration on Monday 
evening, April 27, 1925, at Hotel Somerset, 
Boston, Mass.
Missouri
The Mayor of Kansas City, Mo., has ap­
pointed a committee of one hundred to make 
a survey of the needs of the city and to make 
recommendations with respect thereto. 
Practically all trades and professions are rep­
resented on this committee. The account­
ancy profession is represented by Mr. Francis 
A. Wright and Mr. P. K. Knight, both cer­
tified public accountants of Missouri.
The following is a letter recently sent out 
by the Kansas City Chapter of the Missouri 
Society of Certified Public Accountants to 
bankers and others:
“We have pleasure in enclosing here­
with a copy of a pamphlet issued by the 
Metropolitan Life Insurance Company of 
New York entitled ‘The Annual Audit.' 
“As you will note from a list given 
therein this is the eighth pamphlet on 
general business topics issued by that 
Company for the benefit of the public at 
large.
“The Company has kindly authorized 
us to use this pamphlet in whole or in 
part but it is so excellent that we are 
sending it to you in its original form.
“It will be of interest to you as a 
Banker as it lays stress on the advis­
ability of an audit for purposes of credit.
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It will be of interest also to your cus­
tomers and additional copies may be ob­
tained by you if desired from the Com- 
pany.”
New York
A charter has recently been granted to the 
Buffalo Chapter of the New York State So­
ciety of Certified Public Accountants, which 
was organized by Lewis H. Allen, William J. 
Gunnell, Edward H. Hoch, Edwin E. Leffler, 
Edgar G. Lucker, W. L. Lytle, Wilder G. 
Tiffany, Robert G. Severance, and L. K. Wat­
kins. The following officers have been 
elected: L. K. Watkins, president; Edwin E. 
Leffler, vice president; Edgar G. Lucker, sec­
retary ; William J. Gunnell, treasurer.
Owing to the busy season culminating in 
the end of the income tax period, the date of 
the March meeting of the New York State 
Society of Certified Public Accountants was 
set forward two weeks and was held at 8 
p. m. on Monday, March 23, 1925.
North Carolina
The North Carolina Association of Certified 
Public Accountants will hold its Spring Con­
vention in Asheville, N. C., on May 15, 16, 
17, 1925.
Tennessee
The Tennessee Institute of Accountants 
met on March 5, in Memphis, Tenn. Since its 
organization in December, 1924, the mem­
bership of the Institute has increased to 
more than fifty.
Washington
The British Columbia Institute of Char­
tered Accountants, the Oregon State Society 
of Certified Public Accountants, and the 
Washington Society of Certified Public Ac­
countants will hold a joint annual meeting 
in Seattle, Wash., on Friday, May 22, 1925. 
These societies have held such joint meet­
ings for a number of years past.
SOLICITOR HARTSON RESIGNS
The Secretary of the Treasury said to-day 
(Tuesday, March 24, 1925) :
It is with regret that the Treasury loses 
Mr. Hartson as Solicitor of Internal Revenue, 
a position he has held since January 1, 1923. 
His resignation was presented on February
6, 1925, but at the request of the Commis­
sioner of Internal Revenue its effective date 
was withheld until April 1st. * * *
The Secretary of the Treasury has recom­
mended to the President the appointment 
of Mr. A. W. Gregg to fill the vacancy created 
by Mr. Hartson’s resignation. Mr. Gregg has 
been with the Bureau of Internal Revenue for 
four years and has represented the Treasury 
before both the Ways and Means Committee 
of the House and the Finance Committee of 
the Senate in all hearings in connection with 
the Revenue Act of 1924. He is thoroughly 
familiar with the income tax laws and prac­
tice within the Bureau.
IN MEMORIAM
John O. Copeland, C. P. A. (Indiana, No. 
100), died on February 6, 1925.
Mr. Copeland was connected with the 
Baker-Vowter Co., 209 New Hayden Build­
ing, Columbus, Ohio, for the past thirty 
years.
Hermann C. Maass, C. P. A. (New York, 
No. 155), 120 Broadway, New York City, 
died on January 25, 1925. Mr. Maass had 
been a member of the New York State So­
ciety of Certified Public Accountants since 
1901.
Albert E. Little, C. P. A. (New York, No. 
173), 43 Cedar Street, New York City, died 
after a brief illness on October 25, 1924.
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ELEMENTS IN A GOOD SYSTEM OF 
COMPENSATION FOR SALESMEN
( From  leaflet num ber one on “ Com pensation  
M ethods,” published by the Policy-holders’ Ser­
vice Bureau of the M etropolitan L ife Insurance 
Company, N ew  York City.)
There is no single  plan of com pensation that w ill 
w ork equally w ell for a ll types of salesm en, all 
types of business, or under the varying conditions 
o f selling. Gradually, how ever, certain ideas rela­
tive to com pensation are gain ing ground. Am ong  
th ese  m ay be included the fo llow ing elem ents:
1 A subsistence salary.
2 A com m ission for sales above a set quota, 
such com m ission to be graded by the net 
profits to be realized.
3 B onuses for unusually  good perform ances—  
the bonus for reductions in  se llin g  expenses 
being of tim ely  im portance.
4  P en alties for sloven ly  perform ances.
5  A m oney equivalent for a ll services the sa les­
man renders.
B y w ay of further sum m ary, a m ethod of com­
p en sa tion  now in  use in  a large m etal products 
com pany is reproduced briefly  as follow s:
I . “A salary payable sem i-m onthly is established  
a t the beginning of each year for each salesm an by 
th e  m anager of the branch to w hich the salesm an  
as attached. The factors considered by the m an­
a g er  in  estab lish ing the salary are as follow s:
a  P ersonality:
In itia tive H abits
A ggressiveness Appearance
Industry M agnetism
b K n ow led ge:
Product Company Policies
E ngineering
c  Sales Accom plishm ent:
T otal sa les compared w ith  P oten tia l Spe­
cial Products Sales;
Company Brand M erchandising— m aking  
of Company Brand M erchants— Orders 
for A dvertising— W indow  Display— In­
stalled  Price-Publicity.
d  Probable F uture V alue to Company.
“ Furtherm ore, the sum of the total sa laries m ust 
b e such as m ay be included equitably in  the oper­
a tin g  budget established for each branch at th e 
beginning of each year by the general m anager 
o f sa les w ith  the approval of the president.
2. “In addition  to the guaranteed salary, a com ­
m ission  is payable to each salesm an, w hich is de­
term in ed  as follow s:
a Sales quotas for a ll com pany products are as­
signed to each branch. Each quota is fixed
at approxim ately 10 per cen t. less than our 
sales expectancy for each branch. 
b Sales resu lts for each product are w eighted  
w ith the price thereof and thereupon total 
percentage of resu lts to the sales quotas for 
each m onth is determ ined. 
c Sales quotas are announced at the beginning  
of each half year and the resu lts computed  
at the conclusion thereof respectively . 
d A t the end of the first h a lf year announce­
m ent is made to each branch of the resu lts  
accom plished. 
e A t the end of the calendar year, w hich is also  
our fiscal year, sa les resu lts compared to the  
sales quotas for the entire year are com puted. 
f Thereupon there is paid to each salesm an a 
com m ission determ ined by the percentage by 
w hich sales resu lts for the year exceed sales  
quotas for the entire branch. This percentage  
of each salesm an’s resu lts is paid to him  as 
his com m ission for the branch resu lts w hich  
have been obtained.
“ The volum e of our business is alm ost directly  
dependent upon the volum e of new  building con­
struction  throughout the country. The efforts of 
our salesm en are, therefore, directed to obtain their  
share of the available business. To be sure, som e 
creative se llin g  is done both in  boom tim es and in  
periods of depression, but the very large proportion  
of our volum e is  d irectly  dependent upon the  
volum e of building. We believe that w hat the 
average salesm an desires is a steady incom e and 
w hat he w ants is a fair reward for h is efforts and 
the security  o f the guaranteed salary. On the  
other hand, we believe that the com pany is en­
titled  to the extra effort usually  inspired by som e 
paym ent other than stra igh t salary.
“Under the plan w ith  w hich we are operating, the  
salesm en in  som e branches at the end o f the year 
w ill receive com m issions varying from  1 0  per cent 
to 30 per cent of their annual salaries, w hereas 
salesm en in  other branches w ill, of course, receive  
no com m issions, and th is occurs both in  tim es of  
prosperity and in  periods of depression. Therefore, 
the actual am ount paid for com pensation of sa les­
men in  either periods o f depression or prosperity  
is approxim ately the sam e for our company, and 
it  becom es the duty of the com pany during the 
period o f prosperity to set aside the necessary  
reserve to  carry the sales force through the period  
of depression. To do the larger volum e of busi­
ness in the period o f prosperity requires, we believe, 
as much effort as to obtain  the sm aller volum e of 
business during the tim e of depression, although  
the effort is of different form, and, therefore, it 
seem s to us that the salesm en should be sim ilarly  
rewarded during either period, at least in  our par­
ticular industry .”
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The American Society and 
The American Institute
D. W. SPRINGER, Ann Arbor, Mich.
Wednesday afternoon, March 18, a second 
conference between representatives of the 
American Institute of Accountants and the 
American Society of Certified Public Ac­
countants was held in the city of New York. 
Those present representing the Institute were 
Messrs. Niven, Nau, Hurdman, Atkins, and 
Masters. Those representing the Society were 
Messrs. Pride, Banks, Main, Dunn, Goodloe, 
and Springer.
The committees lunched together, follow­
ing which about three hours were spent in 
conference. On motion of Mr. Pride, Mr. 
Niven was made chairman of the meeting. 
By previous arrangement a representative of 
a Commercial Reporting firm was present, so 
tha t each organization will be furnished with 
a verbatim report of the conference.
Mr. Niven presented on behalf of the 
Institute a memorandum marked “confi­
dential,” and comment concerning which is 
therefore reserved until the official report has 
been received.
At the conclusion of the reading thereof 
Mr. Springer presented as Exhibit “B,” a 
copy of the report of the first conference as 
presented to the annual meeting of the Amer­
ican Society at Detroit. This was done in view 
of the fact that at the first conference stenog­
raphers were not present and it was thought 
best that the record of this meeting should 
have a reference to the first one that was 
held. Exhibit “B” follows:
To the Board of D irectors and to  the M embers of 
the A m erican  Society of Certified Public A c­
countants.
Gentlemen:
At the suggestion of E. G. Shorrock, of 
Seattle, member of the Council of the Amer­
ican Institute and Vice President of the 
American Society, which suggestion was
made to Mr. Gore, President of the American 
Institute and then to Mr. Banks, President 
of the American Society, an informal con­
ference was held August 13th, participated 
in by Messrs. Gore, Montgomery, Fisher, 
Hurdman and Iszard representing the Amer­
ican Institute, and Messrs. Banks, Dunn, 
Main, Goodloe and Springer representing the 
American Society.
At the beginning of the Conference, Pres­
ident Banks presented a written statement 
outlining his view with regard to the purpose 
of the American Society, what it stood for, 
and what it would continue to stand for. 
This statement was really the text around 
which the day’s discussion centered. The 
meeting was an attempt on the part of each 
group to explain the position of the organi­
zation that group represented for the pur­
pose of seeing what mutual ground actually 
existed between the two organizations. It 
was agreed for the purpose of the joint dis­
cussion that the history of the conditions 
which brought about a second national or­
ganization was not a factor at the present 
time but that a careful study of the present 
trend and future possibility of the accounting 
profession should be considered.
“C. P. A.” as a designation is in reality a 
trade-mark rather than a degree. All of the 
states and practically all of the possessions 
have passed C. P. A. laws. The tendency is 
to regulate all public accountants and the 
accepted legal designation is C. P. A. The 
United States Supreme Court has passed a 
decision placing its stamp of approval on 
State Boards of Accountancy the same as 
upon the State Boards of Registration in 
Law, Medicine, etc. The United States Board 
of Tax Appeals has recognized the C. P. A. 
in its recent ruling as to practice. It is a 
fact that in ten years following the passage
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of any law containing a waiver clause the cer­
tificates issued under tha t clause have either 
become valuable from successful practice fol­
lowing that date or have become valueless by 
reason of the failure of the holders to make 
good. Therefore the argument which was 
once legitimate that the waiver clause ad­
mitted so many incompetents as to lessen the 
value of the C. P. A. certificate is no longer 
valid. The fact that state pride is the strong 
factor in securing better administration of 
state C. P. A. laws, when state standards 
have been established and honest efforts have 
been put forth to co-operate with Boards and 
Societies, makes the strong argument for a 
national organization recognizing the state 
certificate.
As a result of the day’s discussion it was 
agreed that each group should recommend 
to its organization that the same committee 
and the President-elect be appointed a com­
mittee to formally confer with the commit­
tee from the other organization for the pur­
pose of outlining what action should be taken 
by the two organizations looking to the 
betterment of accounting organization con­
ditions. In case these committees were 
authorized, Messrs. Springer and Mont­
gomery were requested to prepare a tentative 
report for submission to such joint com- 
mittee. Alexander S. Banks,
Frank Wilbur Main, 
Homer A. Dunn,
J. S. M. Goodloe, 
September 10, 1924. D. W. Springer.
It will be noted that at the first meeting it 
was agreed that in case a second meeting 
should be held Messrs. Springer and Mont­
gomery were requested to prepare a report 
for submission to tha t meeting. As Mr. 
Montgomery was no longer a member of the 
Institute committee Mr. Springer presented 
what was known as Exhibit “C,” prefacing 
its reading by the announcement that it had 
been read to the members of the Society com­
mittee and accepted by them as their views. 
Exhibit “C” follows:
Memorandum Prepared by a Special Committee of 
the American Society of Certified Public Ac­
countants Consisting of Edwin L. Pride, Alex­
ander S. Banks, D. W. Springer, Homer A.
Dunn, Frank Wilbur Main and J. S. M. Goodloe
 
Appointed to Confer with a Similar Committee 
Appointed by the American Institute of Ac­
countants and Submitted at their Conference 
on March 18, 1925.
Statements of Fact
1. All of the states and four other political 
subdivisions of the United States have passed 
C. P. A. legislation.
2. The United States Supreme Court has 
decided that state boards thus established 
were as necessary as examining boards for 
medicine, law, dentistry, etc.
3. The United States Board of Tax Appeals 
has restricted practice before it to taxpayers, 
attorneys and certified public accountants.
4. The legal profession maintains state bar 
associations and the American Bar Associa­
tion, membership in which is restricted to 
persons who are members of a state associa­
tion. The legal profession, therefore, is an 
illustration of one with but a single national 
organization.
5. The medical profession illustrates one 
with more than one national organization. 
Here, again, each state has its own medical 
society, membership in which is necessary in 
order tha t the individual may secure mem­
bership in the American Medical Association, 
which is the largest national body. However, 
the American College of Surgeons and the 
American College of Physicians are national 
organizations working in harmony with the 
American Medical Association, and restrict­
ing their membership to members of the 
American Medical Association but prescrib­
ing additional professional qualifications and 
accomplishments.
Propositions
1. The accounting profession should estab­
lish an organization in each state and politi­
cal subdivision of the United States, mem­
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bership in which is restricted to certified 
public accountants, the purpose of which 
should be to work in hearty cooperation with 
the state boards of accountancy in maintain­
ing the integrity of the state granted C. P. A. 
certificate and in advancing professional 
standards. This should be a professional 
organization, rather than one social in na­
ture, and every certificate holder should be 
encouraged to assume the responsibility of 
active membership therein.
2. The accounting profession should have a 
national organization, membership in which 
should be based upon membership in a state 
organization, whenever established, and as 
rapidly as such relationship can be promoted, 
in order that one payment of dues in the 
state organization shall include the cost of 
membership in the national organization. In 
the national organization, official preferment 
should, as fast as possible, be determined by 
the members in the states from which the 
officers are chosen. These are opportunities 
to serve the profession as a whole and should 
pre-suppose a state service experience.
3. The number of certified public account­
ants in no state is so large that a second state 
organization is justified. The united efforts 
of all certified men in any state should be 
the aim of those who desire to advance the 
interest of accountancy and of the certified 
public accountant.
4. The United States, with over 7,000 C. 
P. A. certificate holders, affords a field for 
one, two, or more national organizations. The 
number is a question of judgment. If more 
than one is maintained, there should be a 
working understanding between them so that 
a duplication of effort and conflict of pur­
poses will be avoided. A single organization 
would be stronger and more influential than 
any one of two or more could possibly be. 
However, it could never exert more influence 
than the combined efforts of two or more 
provided the separate organization were to 
do team work. Efforts may easily be dissi­
pated through many organizations, if each 
attempts to forestall the work of the other
and fails to consistently maintain the motive 
which promoted its birth.
5. The fact that there are two national 
organizations of professional public account­
ants is the reason why, for the second time, 
representatives of the American Institute of 
Accountants and of The American Society of 
Certified Public Accountants have met to­
gether to discuss their mutual relationships. 
There are members of both organizations 
who believe that there should be but one 
national body. There are members of both 
who believe that each should be maintained, 
without any agreement as to fields of activ­
ity. Most members of both believe that if 
each is to be maintained there should be 
the heartiest cooperation.
6. The conditions which led to the organi­
zation of both national bodies are immaterial 
today. That ground was covered in the first 
conference held by the representatives of the 
two organizations. The only questions which 
need to be discussed at the present time are:
(1) Should the accounting profession 
have a single national organization, and
(2) If it is decided that two organiza­
tions are preferable, should the separate 
organizations be maintained as cooper­
ators or as competitors ?
When these questions have been an­
swered it will be comparatively easy to work 
out a solution for the decision reached.
7. The basis or organization of the two 
bodies are radically different. If, therefore, 
a single national organization is to be main­
tained, one or the other of the two plans 
would need to be abandoned. This point is, 
therefore, the first which needs to be dis­
cussed.
The American Institute is based on the 
principle of centralization. It believes that 
the national body should control accountancy 
activities. The other plank in its platform 
is that the professional standards should be 
established and regulated by the national 
body.
The American Society believes that the 
states are competent to enact laws sufficiently
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broad to protect the accountant as well as to 
protect the public. In the same manner as 
the national organizations of other profes­
sions, it recognizes the possession of a state 
granted certificate as sufficient qualification 
for membership, without setting up extra 
standards of its own. The American Society 
begins its work for the control of the pro­
fession at the point where the police power of 
the state government rests, which is identi­
cal with the position maintained by the other 
national professional organizations in the 
United States. 
Following the presentation of these ex­
hibits a general discussion ensued with refer­
ence to the proposition that the first question 
to be settled by the joint committees was 
whether in their judgment the accounting 
profession should have a single national or­
ganization at the present time. It was agreed 
by those present that there was a difference 
between desirability and practicability as re­
gards the proposition under discussion.
The discussion developed the fact that the 
representatives of the Institute were of the 
opinion that the acceptance of the standards 
of admission recognized by the Society would 
not be satisfactory to the Institute. The repre­
sentatives of the Society were equally insist­
ent that the accounting profession demanded 
a national organization that would admit to 
membership holders of state granted cer­
tificates without further requirements.
The unanimous conclusion was therefore 
reached that the objects of the two organiza­
tions were not so similar that it was practical 
a t the present time to consider ways by which 
a single national organization might be 
effected.
With this question settled the discussion 
reverted to the second part of the sixth prop­
osition submitted by the representatives of 
the American Society. As the result of the 
discussion along that line the decision was 
reached that the presidents of the two organ­
izations, Messrs. Pride and Niven, should 
each prepare from their respective angles,
after conference with their respective com­
mittees, a statement as to points of contact 
in the aims and policies of the two organiza­
tions, and these statements of mutual rela­
tionship then be formulated into a program 
for discussion at another conference.
STRIKING A BALANCE
A certain canny Scotsman had carried on a 
courtship of long duration without definitely 
committing himself. The girl, if she worried 
herself at the long probation, gave no sign 
until one morning her tardy lover, thumbing 
a small notebook, said: “Maggie, I hae been 
weighing up your guid points, and I hae al­
ready got to ten. When I get a dozen I’m 
goin’ tae ask ye the fatal question.”
“Weel, I wish ye luck, Jock” answered the  
maiden. “I hae also gotten a wee book, and 
I’ve been puttin’ doon your bad points. There 
are 19 in it already, and when it reaches the 
score I’m goin’ tae accept the blacksmith!” 
(The Canadian Chartered Accountant, 
March, 1925.)
NOT “EXACTLY” FIFTY-FIFTY
Chicago, at its recent election, voted 
$7,000,000 for improvements in its county 
jail, and erection of a new criminal court 
building, and for a new down-town police 
headquarters. Another half-million was 
voted for playgrounds, athletic fields, and 
small park sites. (Municipal Reference Li­
brary Notes, March 11, 1925.)
DOMINION CONVENTION
The Alberta Institute announces that it is 
proposed to hold the Annual Meeting of the 
Dominion Association this year at Banff 
about August 26th, 27th and 28th. The early 
announcement is made so that members in­
tending to visit the West this year may time 
their going so as to be present.
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Letter To Tax Board
Ann Arbor, Michigan,
March 16, 1925.
Hon. Charles D. Hamel,
Chairman, U. S. Board of Tax Appeals, 
Washington, D. C.
Dear Mr. Hamel:
In the various talks which it has been my 
privilege to have with you since the appoint­
ment of the Board of Tax Appeals, we have 
usually been so busy on matters of specific 
detailed importance that I have not had a 
chance to discuss the general or larger ques­
tion of professional conduct as it relates to 
certified public accountants.
The greatly increased federal expenditures, 
caused by the World War, necessitated an 
elaborate system of taxation, as a result of 
which public accountants have assumed a 
dual role. Prior to tha t time they were pri­
marily engaged in preparing reports for their 
clients with the sole purpose of presenting 
facts as they found them. Comparatively 
seldom were they called upon to even appear 
as witnesses and only on rare occasions did 
they find themselves acting in the capacity of 
an advocate.
Without a legal training in most instances, 
it was but natural for the accountant, sud­
denly compelled by the necessity of the situa­
tion to not only prepare the documents for 
his clients who felt aggrieved by the rulings 
concerning his taxes, but also to present his 
case before the Unit, to assume the position 
of claiming everything in sight feeling that 
the persons passing upon the matter were 
not in reality unbiased as they were but one 
branch of the tax determining body.
When the United States Board of Tax Ap­
peals admitted to practice before it attorneys 
and certified public accountants, it placed 
upon the accounting profession the greatest 
responsibility with which it has ever been 
confronted. As a matter of fact accounting 
as a profession has advanced more rapidly
in the twenty-eight years since the first law 
was passed in the United States recognizing 
accounting as a profession than did any of 
the other professions during the first half 
century of their career, following the first 
type of legislation affecting them. This of 
course was due to the fact that the account­
ants had the experiences of the lawyers, doc­
tors, dentists, etc., as a guide.
The leaders of the profession recognize 
its short-comings, I believe, better than do 
outsiders. On the other hand, we are better 
able to realize what has been accomplished 
than those who have not followed its history 
as carefully, and we see in the present con­
ditions the emerging of the profession upon 
a high ethical basis. There are some indi­
viduals who have been recognized by states 
as certified public accountants whose ethical 
standards are no higher than those possessed 
by some members of the other professions 
and yet I believe that the average certified 
public accountant today possesses as high a 
standard of professional ethics as is pos­
sessed by the average member of any of the 
other professions, even though they have had 
a longer period in which to develop their 
standards.
Take the state of Michigan with which I 
am more familiar than any other as an il­
lustration. We have issued 244 certificates 
and at some time complaints of one kind and 
another have been registered with the Board, 
sometimes formally but more often inform­
ally, concerning 15 of these men. In every 
case a preliminary investigation has been 
made and I believe that, without doing vio­
lence to the relationship which should exist 
between a State Board, the public and the in­
dividual members of the profession, good has 
come from these complaints. Most of them 
were comparatively trivial in character but 
grew out of the fact that as there was a 
Board that attempted to control accountants,
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matters should be brought to its attention.
In three cases formal hearings were held 
and decisions reached. We have never so far 
felt that it was necessary to actually revoke a 
certificate. We have refused permission to 
exercise the right of signing himself as a
C. P. A., to one person for a period of six 
months, although technically under the law 
the Board was not given any power beyond 
that of recommending to the Governor that a 
certificate be revoked. We are having a 
fourth hearing at the present time. We have 
in all cases been open and above board with 
the members of the Michigan Association of 
Certified Public Accountants and, while with­
holding names, we have discussed with them 
questions involved in th e different complaints 
that have been made. We have refused per­
mission to four persons to sit at examinations 
because of material information which had 
come to us when investigating their applica­
tions.
So far in the history of certified public ac­
countant legislation, no law has been enacted 
which specifically gave the Board the right 
to establish professional ethics although one 
state Board, Mississippi, has issued a stand­
ard, based upon an inferential provision. 
State Societies have not as a rule felt that it 
was quite time to enact rules upon that sub­
ject, as the profession has been in a state 
of transition throughout its entire history. 
December 3 , 1924, at the call of the American 
Society, a conference of state board represen­
tatives and state society officials was held in 
Washington for the purpose of making a 
study of changes that should be made in C. 
P. A. legislation, which would be beneficial to 
the public and to the profession. Twenty-five 
states were represented and three others sent 
in replies to the preliminary questionary. 
One of the prominent points which was 
agreed upon with but a single dissenting vote 
and that person wanted the Societies to do 
the same thing, was a suggested provision 
reading as follows: “The Board may pre­
scribe a standard of professional conduct for 
public accountants and formulate rules de­
fining unethical practice.” At another point 
in the proposed law the following reference 
was made to the same subject. “If and when 
the Board shall have prescribed a standard 
of professional conduct for public account­
ants or shall have formulated rules defining 
unethical practice, the same shall be printed 
as part of the application blank for either 
certificate or registration card and every ap­
plicant for either a certificate or registration 
card shall subscribe to the same when mak­
ing application.” In the section containing 
provisions under which certificates may be 
revoked, suspended for a definite period, or 
the holder thereof officially censured, one of 
the points covered is “certifying to any false 
or fraudulent report, certificate, exhibit, 
schedule or statement.” There is also a pro­
vision requiring annual registration so that 
it would be necessary for persons who had 
received certificates prior to the establish­
ment of this code of ethics to subscribe to 
the same when making application for their 
next registration, and a further provision to 
the effect that practicing without such an­
nual registration certificate would be suf­
ficient cause for revocation, suspension, or 
censure, depending upon the conditions 
which the Board found as a reason for neg­
lect to so register.
I t was not felt wise to make it mandatory 
upon boards to establish such a standard. It 
was felt that some of the states would im­
mediately establish standards and they would 
be the basis for others. In the November 
issue of the Certified Public Accountant, the 
report of the Committee on Ethics of the 
American Society, presented to the annual 
meeting held in Detroit, indicates the ideas 
underlying standards of professional ethics 
which should be observed by public account­
ants.
This is the policy to which the American So­
ciety is committed and to the furtherance of 
which its Legislative Committee is willing to 
devote considerable time and attention. We 
would be glad to be of assistance at any time 
and we are ready to take up with any Board
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any case of a violation of what would be 
considered proper ethics, when brought to its 
attention, even though there is not in that 
particular state any law covering the matter. 
We believe that much can be accomplished 
even in the absence of law but we have it 
as one of our main purposes at the present 
time to assist in bringing about these stand­
ards as rapidly as possible.
The Board of Tax Appeals, having of its own 
volition recognized the certified public ac­
countant as a class, has a right to expect 
from those holding such certificates the hear­
tiest co-operation in weeding out unqualified 
and unscrupulous certificate holders. The 
American Society has done what it could to 
support the Board because it believed that 
in the last analysis, its plan was in the in­
terest of the public as a whole and the Ameri­
can Society stands ready to do all that it can 
to maintain the profession on the highest in­
dividual basis. The Board can be of assist­
ance not only to itself but to the public and 
to the profession by rigidly holding the certi­
fied public accountant to the same standard 
it does the attorney. If this is done, the 
Board of Tax Appeals will have done much 
for American business. The American So­
ciety acknowledges that it has not at hand 
the machinery possessed by the older profes­
sions but it can point with pride to what 
has been accomplished since its organization 
and it pledges itself to a campaign for the 
betterment of present conditions from a legal 
standpoint and to an attempt at correcting 
individual blunders which may have been 
made by state boards in issuing certificates 
to accountants who were below normal so far 
as their professional attitude is concerned. 
It will attack any problem put up to it.
Your truly,
D. W. SPRINGER, 
Chairman of Legislative Committee.
William F. Ackerson, C. P. A., announces 
the opening of offices at 906-907 Prudential 
Building, Newark, N. J., for the general prac­
tice of accountancy.
STATE BOARD NEWS
Minnesota
The Minnesota State Board of Account­
ancy announces the following successful can­
didates at the November examination for the 
C. P. A. certificate:
Richard H. Doe, 1034 McKnight Bldg., 
Minneapolis.
Earl A. Waldo, 610 Plymouth Bldg., Min­
neapolis.
John J. Bachmann, 140 Maria Ave., St. 
Paul.
Francis J. Dolezal, 764 Grand Ave., St. 
Paul.
Lyle W. Hines, 403 Exchange Bldg., St. 
Paul.
Clifford R. Munson, 1329 Grand Ave., St. 
Paul.
Irving Grover, Sellwood Bldg., Duluth. 
Harold J. Matteson, 701 Alworth Bldg., 
Duluth.
Reciprocity:
Frederick G. Colley, 82 Beaver St., New 
York City.
Massachusetts
The results of the last examination given 
by the Massachusetts Board of Registration 
of Certified Public Accountants on December 
10 and 11, 1925, are shown by the following 
table:
P a ssed  (L ack in g  F a ile d  F a ile d  
T ak in g -E x . a ll Subs. E x .) in Aud. in L ’w. T ot.
325 (a ll su b je c ts ) ...... 55 (18) 6 15 76
16 (A u d itin g  on ly ).. 16 (8) 16
6 (L aw  o n ly ) ........... 6 (2) 6
347 77 (28) 6 15 98
It will be observed that 347 took the ex­
amination, 325 sitting for the first time, 16 
taking auditing only, and 6 taking law only. 
It will also be observed that each of the ap­
plicants taking only one subject passed that 
subject, however, 8 of the 16 taking auditing 
only are still unqualified to receive their cer­
tificate because of lacking the necessary 
practical experience and that 2 of the 6 who 
took law only and passed it are unqualified
160 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
to receive their certificate by reason of lack 
of experience.
It will be observed that of the 325 persons 
who took the examination only 55 passed 
in  all subjects and of these 18 were un­
qualified for the certificate by lack of ex­
perience; 6 passed all subjects except audit­
ing and 15 passed all except law.
It will furthermore be observed that 249 
of the 325 taking the examination are rated 
as having failed in all subjects.
The chief reason for so many failures in 
Massachusetts is the liberality of the law in 
admitting persons to the examination. The 
law only requires that the applicant be 21 
years old, of good moral character, be a high 
school graduate and pay $25.00. If the ap­
plicant passes the examination his certificate 
is withheld until he has satisfied the require­
ments of two years of practical experience.
Missouri
Frederic A. Smith, C. P. A., of Kansas City, 
and J. H. O’Connell, C. P. A., of St. Louis, 
have been re-appointed as members of the 
Missouri State Board of Accountancy, both 
appointments being for a term of five years.
Texas
Governor Ferguson has appointed the 
following members to the Texas Board of 
Accountancy: J. J. Gannon, Houston; V. E. 
Buron, Texarkana; C. M. Grider, El Paso; 
Frank G. Rodgers, San Antonio; Lloyd B. 
Smith, Dallas.
ANNOUNCEMENTS
H. D. McGuirr, C. P. A., announces the 
opening of offices on March 7 for the general 
practice of accountancy under the firm name 
of H. D. McGuirr & Co., Certified Public Ac­
countants, 917-918 Dexter Horton Building, 
 Seattle, Washington.
A. W. Morris, C. P. A., has been admitted 
to partnership in the J. I. Kinman organiza­
tion. This is Mr. Morris’ fourth year with 
the company. He will continue in the ca­
pacity of general manager of the accounting 
company and as instructor in the Western 
Institute of Acocuntancy, Commerce and 
Finance, an affiliated organization.
Robert Douglas & Company, C. P. A.’s, 49 
Federal Street, Boston, announce that Harold
B. Cleworth, C. P. A., has been admitted as a 
partner in the firm as of September 1, 1924.
Herbert J. Brooke & Company, Certified 
Public Accountants, announce the removal of 
their offices to the Continental and Commer­
cial Bank Building, 208 South La Salle Street, 
Chicago, Illinois. ______
George R. Dobie & Company announce the 
removal of their Greensboro office to 921 
Jefferson Standard Building, Greensboro, 
N. C. ______
Thompson & Black, Accountants and Engi­
neers, 14 Wall Street, New York City, an­
nounce that Mr. Donald Browne has been ad­
mitted to general partnership in their firm, 
effective March 1, 1925.
Irwin G. Stirgwolt, C. P. A., announces the 
removal of offices to Suite 310-311 First Nat’l. 
Bank Building, Columbus, Ohio.
Loomis, Suffern & Fernald, 50 Broad 
Street, New York City, announce the retire­
ment of J. S. Morris Goodloe, C. P. A., from 
the firm, and that Loomis, Suffern & Fernald 
will henceforth be composed of Edward L. 
Suffern, C. P. A., Henry B. Fernald, C. P. A., 
and W. Homer Conkling, C. P. A., who will 
continue their practice as Certified Public 
Accountants at the above address.
J. S. Morris Goodloe, C. P. A., formerly of 
Loomis, Suffern & Fernald, 50 Broad Street, 
New York City, announces that he will con­
tinue his practice as Certified Public Account­
ant in his own name at Room 1413, 50 Broad 
Street, New York City.
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C. P. A. Examination Questions
OHIO
Theory of Accounts
E xam ination  Tuesday, October 21 , 1924  
9 A. M. to  12 M.
Do not repeat questions, but designate them  by 
number. In addition to technical accuracy the in ­
telligen ce indicated by your answ ers w ill be taken  
into consideration in grading the papers.
1. Define— Sole Proprietorship, Co-partnership, 
L im ited Partnership and T rusteeship. W hat is  a 
N om inal Partner?
2. Explain the principal differences betw een  
Single E ntry and Double E ntry B ookkeeping. Give 
the m erits of each.
3. Explain the difference betw een secured and 
unsecured debts. W hat consideration, if  any, 
w ould be given th is feature in  preparing a Balance 
Sheet? 
4. D istingu ish  betw een—
(a) R eserves and Surplus.
(b ) Profit and L oss Surplus and Capital
Surplus.
Is it proper to pay dividends from  any of the 
above? E xplain fu lly .
5. W h at is a Sinking Fund? W hat creates the  
necessity  of such an account?
6. A com pany issues $500 ,000  F irst M ortgage 
Bonds and p ledges them  as collateral security for 
notes payable to banks am ounting to $1 ,000 ,000 . 
How  would you show  th is transaction  on the B al­
ance Sheet?
7. W hat is  m eant by—
(a) Accrued A ssets and L iabilities.
(b) Deferred D ebits and Credits.
D istingu ish  betw een the tw o classes.
8. A company carries a funded reserve for ex­
tensions and betterm ents, and purchases therefrom  
som e of its  own F irst M ortgage Bonds at 92. The 
bonds are thereafter carried in  the fund. How  
w ould you record the purchase? If any of the  
bonds are called for retirem ent w hile so held and 
others offered in  exchange, how  w ould you record  
the transaction?
9. A m anufacturing com pany finds it  necessary  
to reduce its  operating schedule to one-half tim e. 
Explain fu lly  w hat consideration you w ould give  
th is m atter in  preparing a B alance Sheet at the  
end of the year. In the Operating Statem ent?
10. The X  Company show s a profit for the year 
1923 of $150,000 before providing for bonuses and  
Federal Taxes. B onuses am ount to 20 per cent 
of the N et Profit and Federal Taxes are at the
present rate of 1 2 ½ per cent. Show the am ount 
of bonuses, Federal Taxes and F inal N et Profit.
Auditing
E xam ination  Tuesday, October 21 , 1924
1 to 5  P . M.
1. W hat are the first steps that the auditor  
should take in  beginning an audit?
2. W hat is m eant by the term s (a ) continuous 
audit, and (b) com pleted audit? (c) P oin t out 
som e advantages of the form er, and (d ) a draw­
back.
3. Explain, in a general way, w hat is the essen ­
tia l difference betw een a balance sheet audit and  
a detailed  au d it. (b ) W hat conditions, apart from  
instructions of your client, should govern your 
decision as to the advisability  of m aking th is or 
that kind of audit?
4. W hat are the underlying principles th at gov­
ern procedure in a balance sheet audit? (b ) In an  
audit of th is kind, how and to w hat extent would: 
you verify  cash, inventories, accounts receivable, 
accounts payable, incom e, and expenditures?
5. Outline your procedure in  m aking a detailed  
audit, in  the restricted sense of the term  as now  
com m only understood? (b ) State how and to w h at  
extent you w ould verify  the several item s m en­
tioned in the preceding question.
6. Define the duty of an auditor regarding p lant 
assets, and state specifically the purpose of m ak­
ing an audit of such a sse ts . (b) W ould you accept 
a deed as conclusive evidence of ow nership of real 
estate? Give your reasons.
7. In m aking either a balance sheet of a detailed  
audit, w ould you confine your exam ination  and  
verification to the accounts show n on the books?  
If not, w hat e lse  w ould you do?
8. You find that your client purchased a plant 
in a rundown condition and made thereon ex tensive  
outlays for repairs and renew als in order to bring  
the plant up to fu ll efficiency. W hat are your  
view s as to the propriety of capitalizing such ex­
penditures?
9. A com pany has had an appraisal made of it s  
buildings and m achinery, based on replacem ent 
values less depreciation. You find that the va lu es  
as appraised greatly  exceed the net book values. 
Your clien t desires that the appraised va les be 
taken into consideration in your audit. W ould  
you accede to the w ishes of your client? If so, 
how w ould you treat the m atter in  the balance 
sheet and the incom e statem ent? If your answ er  
is in the negative, give your reasons.
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10. In closing its  books as of December 31, 1923, 
The Globe M anufacturing Company included sales  
am ounting to $30,000 of m erchandise packed and 
ready to be delivered during the m onth of Janu­
ary, 19 24. W ould you approve or disapprove of 
th is action? Give your reasons.
Practical Accounting—Problem No. 1
E xam ination  W ednesday, October 22 , 1924  
9 A. M. to  1 P . M.
You are told to draw proper financial statem ents  
for a client of your office from  data subm itted  by 
th e  accountant in  charge who has exam ined the  
books and records of The Century Company sub­
m itting the follow ing:
Company began business October 1, 1922. 
Balance Sheet October 1, 1923, as fo llow s (per 
books) :
Office F u rniture.............  $8 ,746 .21
Raw M aterials— 9-30-
1923 ............................  83 ,247.48
Supplies ............... .. . . .  4 ,932.63
Finished Goods— 9-30-
1923 ............................  132,683 .04
P etty  C ash .....................  100.00
L a n d .................................  270,319.55
B uild ings .......................  165,111.51
M achinery and Equip­
m ent ....................... .. . 235,329 .94
•Cash .................................  69,433.19
A ccounts R eceivable .. 148,329.32  
Capital Stock, A ll
C o m m o n ....................
R eserve for Bad Debts
Surplus ...........................
A ccounts P ayable . . .
$1,000,000.00
8,294.59
31,545.76
78,392,52
1 ,118 ,232 .87  1 ,118 ,232 .87  
The General Books kept consist of a Cash Jour­
nal and Voucher Journal. A ll expenditures are 
recorded and credited to A ccounts Payable. A ll 
other entries are contained in  the V oucher Journal.
Our E xam ination covers fiscal year from  Octo­
ber 1, 1923, to Septem ber 30, 1924.
From  Voucher Journal and Cash Journal, I have  
verified A ccounts and T ransactions for the year as 
fo llo w s:
Incom e (from  Cash Journal)
N et S a les.......................................... $1, 515,572.91
R eceipts (from  Cash Journal)
Cash R eceived ..............................  1 ,502 ,927 .05
D iscounts A llo w ed .........................  18 ,395.29
A llow ances to C ustom ers..........  8 ,474.14
R eserve for Bad D eb ts...............  8 ,102.77
A ccounts R ece ivab le ..........  1 ,537 ,899 .25
D isbursem ents (from  Cash Journal)
Cash Paid O u t.................................  $1 ,482,517.25
D is c o u n t s .......... ...............................  12 ,948.36
A llow ances on R aw M aterial. . 4 ,312.12
A ccounts P a y a b le ................. 1 ,499 ,777 .73
Purchases and E xpenses (from  Voucher
Journal)
Raw M ateria l.................................... $697 ,418 .47
Labor .................................................  507 ,145 .85
Shop E x p e n s e ............... .................  9 ,461.90
Taxes, “Mfg. C ost” ....................... 5 ,842.17
Taxes, Incom e for preceding
fiscal year.....................................  3 ,943.22
M aintenance and Repairs of
F actory . ......................................  30 ,955.61
Factor S u p p lies .......... .................... 32,369.04
Selling E xp en ses.............................  86 ,017.53
A dm inistration E x p e n s e s ..........  80 ,360.45
A ccounts P a y a b le ...............  1 ,453 ,514 .24
Set up Prepaid and A ccrual item s as of Sep­
tem ber 30, 1924, as follow s:
Mfg. C ost................................  $988.04
Prepaid Item s......................  3 ,743.15
Accrued Item s............  $4 ,731.19
and the sam e as of October 1, 1923, are not in­
cluded in  the Balance Sheet above given, viz.
Prepaid I t e m s . .......... .. $4 ,297.05
Accrued Item s.........  $3 ,947 .94
Mfg. C o st...................  331.11
Inventories
Septem ber 30, 1924, as follow s:
Raw M aterials........................................  $66 ,349 .64
Supplies ................................. .................  6,054.43
F inished Goods, Cost of Raw Ma­
terial, A lo n e ......................................  48,773.20
F inished Goods:
Considering the uniform ity of product manu­
factured proportion Labor and Mfg. Cost on basis 
of application of m aterial in Cost o f Sales and 
Inventory. No process ow ing to short tim e re­
quired to m anufacture product and factory clos­
ing  down to take Inventories.
I roughly determ ined the factors entering into  
the Cost of Goods M anufactured during year w ith  
a view  of verifying F inished Goods as the begin­
ning of the year. I found Conditions were the  
sam e for the preceding year, although F inished  
Goods Inventory at October 1, 1923, was estim ated  
as follow s:
Raw M aterial ( 1 / 3 ) ............................  $44,227.68
Labor (E stim ated) ( 1 / 3 ) ...............  44 ,227 .68
Mfg. Cost (E stim ated ) ( 1 / 3 ) . . . .  44 ,227 .68
132 ,683 .04
Take D epreciation on B uild ings 3 per cent, on 
M achinery and Equipm ent 7 per cent, and on  
Office Furniture 10 per cent. E stab lish  R eserve 
for Bad D ebts one-half of 1 per cent of N et Sales.
No depreciation was taken for the prior year 
and client w ants th is depreciation brought on the 
books for prior year in  sam e am ounts as for cur­
rent year.
Client desires Comparative B alance Sheets, show ­
ing Increases and D ecreases of item s. Statem ent of 
R esources and D isposition, Statem ent of Surplus, 
and Incom e, Profit and Loss Statem ent.
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 163
Practical Accounting—Problem No. 2
Exam ination  W ednesday, October 22 , 1924
2 .00  P . M. to  6 .00  P . M.
The Board of D irectors of The Acme M anufac­
turing  Company authorized the treasurer to em ­
p loy accountants to close the books of the Com­
pany for the year ended Decem ber 31, 1923, pre­
pare Balance Sheet, Statem ent of Operations for 
the year and Undivided Profits Account. No audit 
o f the year’s transactions was to be made except 
that the Inventory w as to be exam ined as to pric­
ing and clerical accuracy. The accountants w ere 
authorized to draft a ll necessary entries for the  
bookkeeping departm ent includ ing the closing of 
the books for the year.
A Trial Balance at the com m encem ent of the  
audit disclosed the fo llow in g  accounts on th e  Gen­
eral books of the Company:
D ebit Credit
R eal E s ta te .................................  $50,000
B uild ings .................................... 300,000
M a ch in ery ..................................  150,000
Sm all Tools and D ie s ............. 20,000
P a t t e r n s ......................................  20,000
P aten ts .......................................  10,000
F irst N ational B a n k ...............  36,000
U nion Trust C om pany. . . . .  36,000
Im prest F u n d . . ....................... 5,000
Accounts R eceivab le..............  150,000
N otes R ece ivab le ...................... 25,000
Salesm en’s Advance F u n d s. 3 ,000
M erchandise Inventory.......... 300,000
M aterial P u rch ases................. 500,000
Supply P u rch ases....................  25,000
Productive L ab or....................  200,000
N on-productive L abor......... .. 150,000
R epairs and M aintenance. . 20,000
Insurance— Fire ......................  5,000
Sm all Tool and D ie E xpense 3,000
Salesm en’s E xp en se...............  10,000
A dvertising E xp en se............. 5 ,000
A dm inistrative Salaries. . . . 30,000
Office S a la r ie s ............................  10,000
Salesm en’s S a lar ies................. 20,000
W orkm en’s L iability Insur­
ance .......................................... 3,000
General Office E xp en se..........  1,000
Stationery and Supplies. . . .  2 ,000
D iscount A llo w ed ....................  2 ,000
Prepaid Insurance— F ir e . . .  2,000  
T axes— State and L ocal. . . .  2 ,000
D ividends P a id .........................  15,000
Interest E xpense......................  5,000
Sales ............................................  $1 ,200 ,000
D epreciation R eserv e ............. 39 ,000
D iscount E arn ed ....................... 5,000
B ills P a y a b le .............................  250,000
A ccounts P a y a b le ....................  100,000
R eserve for T a x es.......... . . . . 1 ,000
P referred Capital S tock . . . . 200,000
Common Capital S to ck .........  200,000
U ndivided P ro fits ....................  120,000
Total .................................  2 ,115,000 2,115,000
A detailed inventory of the raw, in process and  
finished m aterial and supplies on hand at Decem ­
ber 31, 1923, indicating a value of $350,000 was 
subm itted for inspection.
In com puting the Prepaid Fire Insurance P re­
m iums, it was found that the sam e were under­
stated $1,500 due to an increase in the insur­
ance rates. The Company was also found liable  
for Accrued W orkm en’s L iability Insurance in the 
am ount of $1,000 and the accrued liab ility  for 
Local Taxes was $4,000 greater than show n by the  
ledger reserve account.
Upon exam ining the m inute book of the Com­
pany, it  was noted that the Board of D irectors had  
entered into a contract to sell to a Banking House 
$250,000 par value F irst M ortgage 6 Per Cent 
Sinking Fund Gold Bonds dated December 1, 1923, 
due in equal annual installm ents over a period of 
tw enty years, at 94 and accrued in terest to date  
of delivery. Under the bond indenture the Com­
pany was required to deposit one-tw elfth  of the  
annual principal due each year on the last day of 
each month w ith the Trustee. Upon inquiry, the  
Treasurer of the Company advised th at proceeds 
from the sale of the bonds had been received by 
the Company on December 31, 1923, and subm itted  
the follow ing statem ent from  the banking house:
$250,000 par value Bonds @ 
Accrued Interest— 1 m onth.
94. $235 ,000
1,250
Total ................................................... 236,250
This am ount was paid by two checks of $118,125  
each. The Treasurer advised that one check w as 
deposited in the F irst N ational Bank and the other  
in the Union Trust Company and that the respec­
tive banks had been requested to charge the Com­
pany’s account w ith $125,000 each to cover notes 
to each of the banks, thus liquidating the Com­
pany’s indebtedness for B ills Payable, the in terest 
on the notes having been paid December 31, 1923. 
The in itia l Sinking Fund installm ent was also paid  
on December 31, 1923, out of funds on deposit in  
The Union Trust Company and a new account was 
opened in The Union Trust Company under the  
title  “The Union Trust Company S. F. A ccount.” 
As none of the entries covering the Bond, B ills  
Payable and Sinking Fund transactions had been  
entered on the records, it  w as requested by the  
Treasurer that proper entries be drafted for the  
bookkeeping departm ent.
At a m eeting of the Board of D irectors held on  
December 29, 1923, the follow ing resolutions had  
been passed.
Dividend of 1 ½ per cent on Preferred Capital 
Stock payable on January 2, 1924, to stockholders 
o f record on December 31, 1923.
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R egular Dividend of 1 per cent and extra d ivi- 
dend of 6 per cent on Common Capital Stock pay­
able on February 1, 1924, to  stockholders of record  
on Decem ber 31, 1923.
A pproving the fo llow ing  rates of D epreciation on  
the book values for the year 1923. B uild ings—
2 ½ per cent, M achinery— 5 per cent, Sm all Tools 
and D ies— 10 per cent, P atterns— 1 2 ½ per cent. 
A lso that $1,000 be w ritten  off the P aten ts Ac­
count. Approving the C apitalization o f the Bond  
D iscount, requesting th at it  be am ortized pro rata  
over the life  of the Bonds. Approving B onus to 
the P resident of $15 ,000 , to the Treasurer of 
$10,000  and to E m ployees of $10 ,000 , the latter  
am ount to be distributed under the d irection of 
the P resident, a ll payable on or after February 1, 
19 24. Provid ing reserve of $5,000 to cover pos­
sible losses from  Bad A ccounts and discounts.
Providing reserve of $25,000 for F ederal Inco me 
Taxes. A uthorizing Treasurer to em ploy account­
ants to prepare B alance Sheet, Statem ent o f Opera­
tions for the year, and Statem ent of Undivided  
profits and to assist bookkeeping departm ent in  
properly closing the books for the year. The 
statem ent to be in  such form  as in  the accountants' 
opinion w ill m eet the requirem ents of th e T rustee 
for the Bonds.
Prepare your papers in accordance w ith the fore­
going, includ ing all w orking papers and Journal 
E ntries.
Practical Accounting—Problem No. 3
Examination Thursday, October 23, 1924 
9 A. M. to 12.30 P. M.
The Globe M anufacturing Company, of Ohio, was 
authorized to issu e  Common Stock to the am ount 
o f $500 ,000 , divided into 5,000 shares. Of the  
authorized issue $250,000 had been issued, and th is  
am ount w as ou tstanding on January 1, 1923.
The bonded debt, w hich was incurred prior to  
th e  current year, is  represented by F irst M ortgage  
Bonds. In terest at 6 per cent is payable May 1 and  
N ovem ber 1 of each year. The tota l issue of such  
bonds am ounted to $50 ,000 , w hich was the am ount 
o f bonds ou tstanding at January 1, 1923.
The custom  of the Company is to charge m anu­
facturing w ith a rental equal to  the cost of m ain­
ta in in g  the R eal E state, Taxes thereon, and in ­
terest on the investm ent at the rate of 5 per cent.
The fo llow ing  data m ust be taken into considera­
tion  in  addition to that contained in  the Trial B al­
ance given hereafter.
The Inventories at Decem ber 31, 1923, were:
R aw M ateria l................................................  $86,000
Goods in P rocess......................................... 54,000
Finished G oods............................................  38,500
Factory T o o ls ...............................................  4 ,000
P a t t e r n s .........................................................  3 ,500
F actory S u p p lies......................................... 2 ,195
Office, Stationery and P r in tin g .............  700
P rovision  for D epreciation: B uild ings 2 per cent 
and M achinery 10 per cent. P rovide for doubtful 
accounts one-half per cent of net sales.
To be charged off:
U ncollectible A ccounts R ece iv a b le .. $7 ,400
P atents, 6 per cent o f Cost ($ 2 5 ,0 0 0 ) 1 ,500  
Office Furniture and F ixtures, 10 per
c e n t ............................................................. 570
A ccruals:
Taxes, City and S ta te ............................... $5,180*
Bond In tere st............................................... 3 ,000
W ages, D irect L abor.................................  6,500
W ages, Indirect Labor. .......................... 1 ,200
Salesm en’s Salaries and Com m issions 2,149
* ½ to m anufacturing, ¼ to R eal E state, 
and to General Expense.
Of the insurance, after deducing $760 prepaid, 
$500 is to be charged to M anufacturing, $300 to  
M aintenance o f Real E states, and $650 to General 
Expense.
The debit show n on the Trial Balance for In­
com e Taxes was for additional assessm ents for  
prior years.
A ccounts R eceivable include goods shipped on 
consignm ent and billed at $15,000, which w as 25 
per cent above cost. None of these goods had been  
sold by the consignee up to December 31, 1923.
At the close of the current year the company de­
clared a cash dividend of 10 per cent, payable 
January 15, 1924, and a stock dividend of 20 per 
cent.
You are required to subm it:
(a) A Balance Sheet.
(b) A Statem ent of Operations for the cur­
rent year, show ing cost of m anufactur­
ing, cost of sales, and net profits for 
the year.
(c) Journal Entries.
(d ) Your work sheet.
The Globe M anufacturing Company
Pre-C losing Trial Balance December 31, 1923
Dr.
Capital S to ck .............................
Bonded D eb t..............................
Land ................... ........................  $25,000
B u i ld in g s ...................................  50,000
M a c h in e r y ..................................  40,000
T o o l s ............................................  7,000
P aten ts ......................................... 19,000
P a t t e r n s ......................................  5,000
C a s h .............................................  81,565
Cr.
$250,000
50,000
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A ccounts R eceivab le ..............
N otes R e c e iv a b le ....................
Inventory— M aterials, Jan­
uary 1 ....................................
R aw  M aterials P u rch ased . . 
F inished Goods on Hand
January 1 ...................
Goods in Process January 1
D irect L abor.......... ...................
Indirect L abor...........................
P o w e r ...........................................
Factory Superintendence. . .
Repairs to M achinery.............
R epairs to B u ild in g s.............
Factory S u p p lies......................
M iscellaneous Factory Ex­
pense .......................................
E m ployers’ L iability Insur­
ance .........................................
N otes P a y a b le ............................
A ccounts P ayab le ....................
Insurance ...................................
Taxes— City and S ta te ..........
Incom e T a x es ............................
In terest Paid— General . . .
Bond Interest .........................
Salaries of General Officers. 
Salaries of General Office
C le r k s .............................. ..
Office Furniture and F ixtures  
Office Stationery and P rin t­
ing ...........................................
M iscellaneous Expenses Gen­
eral O ff ic e .........................
Sales ...........................................
R eturned Sales ............... ..
A llow ances on S a l e s .............
F reigh t In ..............................
F reigh t Out ............................
Cartage and E x p r e s s .............
B onding of Office E m ployees 
Salesm en’s Salaries and
C om m issions ..................
T raveling E xpenses— Sales­
men ......................................
R eserve for D epreciation .. 
R eserve for Doubtful Ac
c o u n t s .................................
Cash D iscounts A llowed . 
Cash D iscounts R eceived  
Surplus, January 1 ..........
50,000
143,315
244,197
6,500
92,400
433,600
42,000
60,500
233,500
61,200
19,850
6 ,500 
1,310
940
6,150
860
4,000
2,210 
2,460  
850 
7,885
2,500
15 ,000
13,200  
5,700
2,090
3,510
29,500
12,400
23 ,000 
10,803
3,750  
250
36 ,300
1 5 ,300
21,750
13,250
4,000  
48,965
1 ,632 ,780  1 ,632,780
1,051 ,500
5,000
Commercial Law
Thursday, October 23, 1924, 1.30 to 4 .30 P. M.
1. A w ires B, “I offer you one hundred bushels 
o f w inter w heat at one dollar and a h a lf per 
bush el” and the next day B w ires A, “I accept 
your offer for fifty bushels of w inter w heat a t one 
dollar and a h alf per b ushel.”
Give your opinion as to the rights of the parties 
based upon the tw o telegram s. State reason.
2. X  ow ns a ll of the stock  of a Corporation  
w hich operates a chain of s to re s  throughout the  
country. He “corners the m arket” on h is own  
stock . Y, a broker, finds h im self in  the position  of
having contracted w ith X  to se ll him  1,000 shares 
of the stock of the com pany at $175.00 per share. 
X in sists that Y m ust purchase stock from  X  at 
$ 300.00  per share in  order to sell it  back to X  at 
$175.00 per share. The par value of the stock  is  
$100.00  per share, and its  actual value, based upon  
a fair valuation  of the net worth, and the past 
earning record of the Company is $75.00 per share.
Give your opinion as to the rights of the parties 
in the m atters above related. State reasons.
3. In a prom issory note
(a ) The am ount expressed in words and in  fig­
ures differ. W hich prevails?
(b) There is  no stipu lation  for in terest. W hen  
does the note begin to bear interest?
(c) Same as (b ) . W hat w ill the rate of in ter­
est be?
(d ) The note reads “pay to John Jones.” Is the  
note negotiable?
(e ) Same as (d ) . W hy is  it  negotiab le or not 
negotiable?
4. As to real esta te  w hat is  the difference be­
tw een a Deed m ortgage and lease.
5. Briefly sta te  the procedure w hen a person  
ow ning property dies leaving no w ill and the heirs 
desire to have the estate settled .
6. R eferring to a corporation for profit
(a ) By whom are the directors chosen?
(b) W hat is the liab ility  of a stockholder?
(c) How m ight an individual be a preferred  
creditor w ithout w ritten  evidence in  support o f h is  
claim  for preference?
(d) Are the stockholders creditors?
(e ) W ho chooses the officers?
7. W hat is the usual difference betw een a m ort­
gage on real estate given  to secure a prom issory  
note for $100.00 bearing in terest at 6 per cent and  
a m ortgage on real estate  given  to secure one 
thousand bonds each in  the denom ination o f  
$ 1 , 00 0. 00  and bearing in terest at 6 per cent?
8. As to a general partnership conducting a 
business for profit.
(a ) How m ay a partnership be term inated?
(b) W hat are th e rights of a surviving partner 
where no partnership contract evidences any agree­
m ent in  anticipation  of death?
9. W hat is m eant by a
(a ) L ast W ill and T estam ent?
(b) W ho are beneficiaries of a testator?
(c) W ho are heirs at law  if  the W ill is broken?
(d) W ho is an executor?
(e) If the W ill nam es no executor w hat pro­
cedure is follow ed?
10. W ith reference to A gency
(a ) W hat is the relation  of one general partner 
to another general partner?
(b) W hat is m eant by the general scope of em ­
ploym ent of an agent w ith in  w hich h is acts m ust 
be in  order to hold h is principal liable? Give illu s­
tration w here principal w ould not be liable.
166 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
Our Speakers on Technical Subjects
By ADRIAN F. SANDERBECK, C. P. A., Pittsburgh, Pa.
Member American Society of Certified Public Accountants.
Why do not our speakers on technical sub­
jects “say something?”
They are pleasing in personality, witty in 
a prepared way, entertaining in style, bore- 
some in elementary detail, but when they 
“have all said and done,” they have not said 
anything tha t would justify the attendance 
of the throng or the advance notice of their 
absentee press agents.
Possibly they have not learned that an ad­
dress should consist, say, of three parts, viz., 
the introduction, the discussion or body, and 
the summing up or conclusion. If they learn 
these three divisions and use even ordinary 
intelligence in determining the proper length 
of each division, their audience will go away 
pleased and satisfied.
Especially is this true of a technical body 
of men who gather properly anticipating a 
discussion of the subject named in the an­
nouncements. Too often the subject merely 
seems the tool of the publicity man, like the 
title of a Broadway show that remains a 
mystery to the end of the performance, and 
after.
It is not fair to give a man free publicity, 
to lure a group of busy men from profitable 
occupation or more pleasing entertainment 
elsewhere, to have the speaker of the even­
ing devote fifty-seven minutes of his allotted 
time to being entertaining—or more likely, 
to being boresome in bringing his subject up 
to date from the cave man stage—and then 
to have him remember that he is out there to 
make a touchdown, and try  to put it over in 
the last three minutes of play.
Did you ever notice how some speakers 
cough and stall when it comes down to actual  
discussion of the subject assigned them? 
They are glib enough when it comes to dis­
cussion of the historical and the rudimentary 
phases of the question—in which the techni­
cal audience is already well grounded. In 
this the speakers resemble the soldier who 
talks well enough on the courtesies of the 
service but who is not so adept when placed 
with a firing squad. He can tell you how 
to present arms but not how to put a bullet 
into a rifle.
The key to the situation—a situation that 
drives technical men away from highly- 
touted technical addresses—lies in the devo­
tion of more time to the preparation of the 
main topics of the addresses advertised. It 
would not be a bad idea to require the sub­
mission of the addresses to a committee se­
lected from among competent members. This 
would have a tendency to eliminate a com­
plaint such as the soldiers had of the coffee 
served them, namely, tha t they had to drink 
entirely too much water to get any coffee. 
A more drastic method, though not one ad­
vocated by the writer, would be that em­
ployed by a club in Pittsburgh when boxers 
are sent in to the ring; each boxer is in­
formed that he is there to fight, and that in 
case things go against him, he can take his 
choice of keeping on fighting in the ring or 
taking a public licking a t the hands of the 
committee. Thus the audience is assured of 
its quota of blood no m atter how the fight 
goes.
In public speaking things are different. 
There are always plenty of lightweights in 
an audience who prefer a mere glossing over 
of the subject advertised, and always enough 
bored people who are glad to reach the con­
clusion of the m atter in hand—and so, if the 
speaker but makes a snappy closing, he gets 
a “hand” regardless.
It is true that the presence of both light­
weights and heavyweights in the assembly 
adds to the difficulties of the speaker in gaug­
ing the range and depth of his remarks, but
(C ontinued  on p ag e  169)
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The Accountant—and the Underwriting 
of Securities
By MAURICE V. GENEZ, C. P. A.
Member American Society of Certified Public Accountants,
Members American Institute of Accountants.
One of the most useful services performed 
by the accountant is his collaboration with 
the security house in connection with con­
templated financing. This service is useful 
because the direct result is constructive; and 
any service which loosens capital and puts 
it into circulation through legitimate chan­
nels, and for legitimate purposes, is construc­
tive and commendable.
In the performance of this service the ac­
countant assumes professionally moral re­
sponsibilities which may be, and in some 
instance are, very easily lost sight of. It 
all depends on the take-off. Is the account­
ant going to be a party in a deal to sell the 
issue, regardless, or is he going to analyze 
the situation thoroughly enough to enable 
him to determine whether he will allow his 
name to be paraded about the country on 
circulars and in advertisements covering is­
sues of a questionable character?
There is, or certainly should be, in the pro­
fession of accountancy what might be termed 
professional morality or, as Mr. Harrison, 
Secretary of the Society, more aptly puts it, 
ethical conscientiousness. The French em­
ploy a shorter, idiomatic term which ex­
presses the point concisely, and that is amour 
propre.
There probably flourish in the profession, 
to-day, certain gentlemen whose conception 
of these terms is nil. Among the parasites 
who feed on the profession, although not 
accredited by it, no consideration is given, 
whatever, to ethical conscientiousness for, 
when an engagement is imminent, the dollar 
sign looms foremost while service, real serv­
ice, is vainly sought for somewhere in the 
rear among “the also rans.”
The underwriting of an issue of securities 
normally presupposes a condition, or con­
ditions, warranting the offering. The justi­
fication for the offering, however, is quite 
another m atter and will rest largely upon 
the accountant’s findings. Circumstances 
giving rise to a desire to float an issue of 
securities, in some cases stock, in others, 
bonds, or both, may be roughly outlined as 
follows:
1. The desire to liquidate pressing external 
liabilities which, if not taken care of, might 
lead to difficulties, but when liquidated—by 
converting the indebtedness from outsiders 
to insiders—will enable the concern to pro­
ceed with its program unhampered.
2. The need of additional working capital 
in order to accomplish a more extensive pro­
gram of operations, justified by favorable 
trade conditions.
8. The need of additional capital for direct 
investment in plant and equipment, either 
for replacement purposes or for new items, 
necessitated by a change in form of product 
or for greater volume in production.
4. To meet the payment of presently ma­
turing securities.
5. In the case of reorganizations of con­
cerns in receivership, where the future prom­
ises favorable developments under compe­
tent management.
6. In the case of mergers or consolida­
tions, where greater earning capacity can be 
proven through centralization of manage­
ment and the grouping of operations.
One state of affairs which would not war­
ra n t  a public offering of securities is where 
it is deliberately intended to shift the bag 
from hands strong enough to hold it over
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onto the public. Legitimate security houses 
do not care to enter into deals of this nature 
and it is up to the accountant to declare the 
facts. Certain proposed mergers and con­
solidations come under this heading.
When a security house instructs an ac­
countant to prepare a statement of condition 
as of a certain date and, also, to cover the 
financial operations of the concern under 
consideration for a period of years back, the 
client, in reality, expects more than this 
specific work, even though he has not dotted 
his i’s and crossed all his t ’s when originally 
transmitting his instructions.
Some of the things the accountant is 
ethically bound to be very particular about 
when covering this type of engagement are 
as follows:
Is the personnel competent, and has it been 
competent during the period under review? 
If competent, what are the underlying causes 
requiring an issue of securities? Not what 
the management explained to the security 
house, but what are the real conditions ? 
Sometimes these two gibe; sometimes they 
do not. At any rate the underlying causes 
are not always reflected by the figures. And 
this brings out the possibility of a deception. 
The accountant must go far enough in his 
investigation to settle this point by all means, 
for, it is safe to say that many attempts have 
been made to launch securities through legit­
imate channels which received their coup de 
grace right a t this point.
Where capital is sought for investment in 
plant and equipment the accountant may, in 
some instances, be presented with appraisals 
which he will be expected to incorporate in 
his figures without further ado. This is the 
very thing he should not do until he has 
pursued his own investigation into the rec­
ords and compared his findings with the ap­
praisal sound values. After making due 
allowance for any intrinsic variances, if he 
is satisfied with the appraisals, all well and 
good; if he is not, the accountant should so, 
declare himself and qualify his certificate 
accordingly.
If an appraiser is on the same engagement 
with the accountant the two should cover 
this phase of the work jointly. Psychologi­
cally speaking, this might be difficult, but 
from a practical standpoint it is quite essen­
tial. If the accountant is incapable of gaug­
ing appraisal values as against his own find­
ings, he is not the type of accountant that 
the security house wants. If the appraisal 
is a rule-of-the-thumb affair, it is worthless 
at all events, and herein the accountant 
should protect his client, the security house, 
upon whose reputation the success of the 
issue rests. A reputation of that kind de­
mands proper protection, and when an ac­
countant attaches his certificate to his find­
ings, it is assumed by the security house that 
the protection is complete, in so far as is 
humanly possible.
Where the element of manufacturing pre­
sents itself it is quite essential that the in­
vestigation include a careful study of the 
basis employed in establishing costs. A re­
cent examination of several plants, in the 
same industry, contemplating a merger, dis­
closed such a wide variance in this respect 
that the proposed financing was indefinitely 
postponed.
In establishing the revenue over a period 
of years care should be taken to segregate 
this item into the normal revenue, and the 
revenue which has been the result of cir­
cumstances which may seldom if ever recur. 
Some concerns can satisfy inquisitors from 
past performance that future interest or 
dividend requirements will be more than met, 
but it may not be their good fortune to again 
experience the same favorable conditions, 
and the accountant should comment fully on 
this phase of his investigation.
Further, in order to arrive at the proper, 
normal operating profits, the nature of the 
charges which have been opposed to the 
revenue should be determined. Are they all 
there, or have some of them been disguised 
in another section of the income statement 
in order to reflect higher operating profits 
than would ordinarily be the case ? The rea­
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son for a deception, here, is obvious. As­
suming the operating profits to be sufficient, 
i t  might very properly be argued that re­
trenchment can be effected in the adminis­
trative and general expense items, whereas, 
the operating profits being lean, or there 
being, in fact, an operating loss, retrench­
ment in overhead would avail nothing. In 
mergers and consolidations retrenchment or 
elimination in overhead items is of import­
ance.
All extraneous items should be fully gone 
into and the circumstances surrounding them 
disclosed.
Where the custom is to transfer the net 
to  the surplus account it is highly important 
to  expose what has happened in the surplus 
account. This account is very plastic and is 
capable of anything from caring for the 
sick to burying the defunct, and no item 
should be passed unnoticed.
If discretionary accounts are met with  
they should be analyzed in detail and their 
real nature and purpose brought to light.
In addition to these things the accountant, 
if  he is serious, will examine into one or more 
income tax returns of the concern under 
audit, for these reasons:
1. To determine whether they agree with 
the  books after reconciliation; and,
2. To establish whether the tax laws have 
been properly applied and minimum taxes 
paid, if any.
It may be mentioned here that if returns 
were properly made out in the first instance 
by competent accountants, there would be no 
reason for the existence of a large group of 
parasites who are mulcting unsuspecting 
taxpayers year after year.
To sum up, briefly, then, the accountant 
must realize that when he accepts an engage­
ment from a security house, which contem­
plates putting out a public offering of securi­
ties, that he not only has his own reputation 
a t  stake, but, also, tha t of his client. He 
must always hold himself subject to ethical 
conscientiousness and give to his work the 
am our propre it demands.
OUR SPEAKERS ON TECHNICAL 
SUBJECTS
(C on tinued  from  p a g e  166)
it is also true in this connection tha t his chief 
concern should not be his terminology so 
much as the meat of his discussion.
If he states, for example, that his studies 
along the line of the subject assigned him 
have disclosed five principal features, then 
proceeds to discuss these features in an or­
derly manner, and quits when he has fin­
ished, he has done more for the enlighten­
ment of his audience than if he has dragged 
his topic up through the slow length of time 
from the fig leaf period to the present day 
practice and tries to put over the vital re­
sults of his studies in the closing period of 
his address. The fig leaf stuff is worn out; 
the technical man gets it in his earliest 
studies; if he has a craving to review it, he 
can do so at home from his own reference 
books while he sits comfortably listening to 
the radio and dodging the immature ques­
tions of his offspring.
Each day’s mail—each newspaper—brings 
notice of meetings of technical m en; tha t is, 
business and professional men, featuring ad­
dresses by men whose names attract. Each 
meeting attended brings vows to cast into 
the waste basket future notices. Likewise 
each unproductive evening spent in response 
to the highly colored announcement brings 
forth the question: Why do not our speakers 
on technical subjects “say something?”
Work
Let me do my work from day to day 
In field or forest, at the desk or loom,
In roaring market-place or tranquil room;
Let m e but find it in my heart to say
When vagrant w ishes beckon me astray,
“This is my work; my blessing, not my doom;
Of all who live I am the one by whom  
This work can best be done in the right way.”
Then shall I see  it  not too great, nor small,
To suit my spirit and to prove m y powers;
Then shall I cheerful greet the laboring hours, 
And cheerful turn, when the long shadows fall
At eventide, to play and love an d rest,
Because I know for me my work is best.
— T he S erv ice  T erm in a l Idea.
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Board of Tax Appeals Quasi Judicial 
Body, Says Court
In the Court of Appeals of the District of 
Columbia
*H. Ely Goldsmith, Certified Public 
Accountant of the State of New 
York, Appellant, 
vs.
United States Board of Tax Ap­
peals, Appellee.
(Before Martin, Chief Justice, and Robb and 
Van Orsdel, Justices.)
This is an appeal from a judgment in the 
Supreme Court of the District of Columbia 
dismissing appellant’s petition for a writ of 
mandamus to compel the Board of Tax Ap­
peals to enroll him as an attorney.
The case was disposed of on the demurrer 
of the appellee to appellant’s reply to its an­
swer to his petition. Since appellant chal­
lenges the authority of the appellee, herein­
after called the Board, “to make rules limit­
ing taxpayers in the choice of their agents 
for the transaction of taxpayers’ business” 
before the Board, that question will be deter­
mined first.
The Board was created by Section 900 of 
the Act of June 2, 1924 (43 Stat. 253, 336). 
The permanent Board is composed of seven 
members, appointed by the President and 
confirmed by the Senate. No member of the 
Board “shall be permitted to practice before 
the Board or any official of the Bureau of In­
ternal Revenue for a period of two years 
after leaving office.” It shall at least bien­
nially designate a member to act as chair­
man, and shall have a seal “which shall be 
judicially noticed.” It is made the duty of 
the Board and its divisions to “hear and de­
termine appeals filed under sections 274, 279,
308, and 312,” and in any proceeding in court 
under those sections and in any suit or pro­
ceeding by a taxpayer to recover any 
amounts paid in pursuance of a decision of 
the Board, “the findings of the Board shall 
be prima facie evidence of the facts therein 
stated.” Notice and opportunity to be heard 
shall be given the taxpayer. “The proceed­
ings of the Board and its divisions shall be 
conducted in accordance with such rules of 
evidence and procedure as the Board may 
prescribe.” (Black type ours.) Authority 
is conferred upon the Board and each mem­
ber of it to administer oaths, examine wit­
nesses, and require, by subpoena ordered by 
the Board, the attendance and testimony of 
witnesses, etc.
Consideration of this Act as a whole con­
vinces us that it was intended by Congress 
to confer upon the Board quasi judicial 
powers, and that hearings before it were in­
tended to be and are of a quasi judicial char­
acter. The provisions expressly authorizing 
the Board to promulgate rules of evidence 
and procedure is general and comprehensive 
and, construed in the light of the context, 
must be held to authorize the Board to make 
and enforce reasonable rules for the admis­
sion of persons to appear before it as agents 
or attorneys. The recognition by Congress 
that agents or attorneys would appear before 
this Board, as before other quasi judicial 
tribunals, is apparent from the provision pro­
hibiting a retiring member of the Board from 
practicing “before the Board or any official 
of the Bureau of Internal Revenue for a pe­
riod of two years after leaving office.”
In Manning vs. Franch, 149 Mass., 391, the 
court construed the Act of June 23, 1874, 
creating the Alabama Claims Commission 
and empowering it to make rules for regulat­
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ing the forms and mode of procedure before 
it, as a grant of power to make rules for the 
admission of persons to prosecute claims be­
fore the Commission. The language of that 
statute was no more comprehensive than that 
before us and the reasoning and conclusion 
of the court are opposite here.
But appellant contends that, even assum­
ing the power of the Board to prescribe rules 
governing practice before it, its decision in 
his case was so arbitrary and capricious as 
to require the court to set it aside and per­
emptorily direct his recognition as an agent 
and attorney. It is hardly necessary to cite 
authorities to the effect that the writ of man­
damus can not be made to perform the office 
of an appeal or writ of error, but see Moore 
vs. U. S. ex rel Lindmark, 33 App., D. C., 597; 
Moore vs. Heaney, 34 App., D. C., 31; U. S. 
ex rel McKenzie vs. Fisher, 39 App., D. C., 7; 
U. S. ex rel Hall vs. Lane, 48 App., D. C., 279, 
and Briggs vs. Commissioner of Patents, 48 
App., D. C., 175.
The real question, therefore, is whether 
there has been an abuse of discretion, or an 
arbitrary exercise of discretion, by the Board. 
The facts developed by the pleadings are sub­
stantially as follows: Under Rule 2 of the 
published rules of the Board, a register of 
persons entitled to practice before it is pro­
vided and the qualifications of applicants for 
admission are stated, the Board reserving au­
thority, in its discretion, to deny admission, 
suspend or disbar any person. Appellant 
duly filed his petition, upon a blank furnished 
by the Board, seeking enrollment as a person 
entitled to practice before it. His petition 
was referred to a committee and notice sent 
him to this effect and advising that he would 
be further notified if the committee desired 
his presence. To this he does not appear to 
have responded. He was then notified that 
his application “for authority to practice be­
fore the Board of Tax Appeals” had been “re­
ceived, considered and denied.” Without re­
questing a further hearing, appellant then 
filed his petition herein, upon which a rule
to show cause issued. An answer thereto 
was filed, from which it appears that the 
unanimous decision of the Board denying ap­
pellant’s application was “based upon the 
judgment and determination that the peti­
tioner (appellant) is lacking in integrity, is 
of bad character and reputation, is untrust­
worthy, and is unworthy of the confidence 
necessarily imposed by any judicial, quasi 
judicial, or administrative body of the Gov­
ernment in practitioners appearing before it 
to represent taxpayers or clients” ; that in 
reaching this decision the Board considered 
the following: That appellant had been dis­
charged from a position in the Comptroller’s 
Office of the State of New York for alleged 
violation of the duties of his position, and 
that mandamus proceedings to compel his 
reinstatement had been decided against him 
by all the courts of that sta te ; that on March 
14, 1921, he had filed with the Secretary of 
the Treasury of the United States an appli­
cation for enrollment as an accountant or 
agent to represent others before the Treas­
ury Department; that charges were pre­
ferred against him by the Commissioner of 
Internal Revenue; that, after an extended 
hearing before the Committee on Enrollment 
and Disbarment of the Department (in which 
appellant appeared, cross-examined witnesses 
and testified), his application was rejected 
upon the ground that he was not a person 
qualified to represent others before the De­
partment. A copy of the material portions 
of the record in that proceeding was attached 
to and made a part of the return herein. 
Appellant contented himself with excepting 
“to the consideration of this matter by the 
respondent (Board) on the ground that it 
was a t best heresay evidence.”
In view of the fact that appellant partici­
pated in that hearing and was a witness 
there, we are of the opinion that the Board 
properly considered that record, along with 
other evidence, in reaching its conclusion. I t 
is significant tha t appellant does not chal­
lenge any of the testimony in that proceed­
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ing. We shall not attempt to analyze the 
evidence further, since it was of such a char­
acter as, in our view, fully to justify the con­
clusion reached by the Board. As we said 
in Phillips vs. Ballinger, 37 Appl., D. C., 46, 
50, the right to appear before one of the De­
partments of the Government is not an in­
herent right, “but a privilege granted by law 
and subject to such limitations and condi­
tions as are necessary for the protection of 
both the Department and the public.”
Since there was no abuse of discretion by 
the Board, it results that the judgment must 
be affirmed, with costs.
Affirmed.
(Signed) CHAS. H. ROBB,
Associate Justice.
HOW DO CLIENTS SELECT A LAWYER?
(R eprinted through courtesy of W est P ublish ing  
Company from  W est P ublish ing Co.’s D ocket, 
N ov.-D ec., 1924 .)
In my th irty  years of active, general practice of 
the law, I have tried to analyze the m otives w hich  
induce clients to  go to one law yer rather than to 
another, and I have made it m y  invariable custom  
to  try to trace th e  source of, and causes for, new  
business com ing into my office. B esides, I have 
frequently  talked  w ith  laym en and w ith m em bers 
o f other professions on th is in terestin g  subject. 
In the hope that w hat I am w riting w ill in terest  
and be help fu l to m y brethren in  the law , and  
especially  to the younger m em bers of the bar, I 
am  sending th is to the Docket.
There is no use saying anything about profes­
sion a l w ork produced by the pressure of social, 
political, financial, or lodge connections; w e a ll 
understand that. The question is: W hat is  it  that 
produces w ork for the law yer, w here there is  a 
fa ir  field and no favors?
I g ive it  as m y unqualified opinion that new  
business does not originate in  extraordinary train­
in g , experience, sk ill, good looks, eloquence, power, 
fam e, or the ability  “to put it  over,” except in  
certain classes of crim inal cases.
I firmly believe that in  ninety-nine cases out o f a 
hundred, clients and litigan ts try their very best 
to  seek  out and p lace their business in  the hands 
of “an honest law yer.” Over and over again, I 
have heard litigan ts say that they w ent to such a 
law yer because they knew  he was an honest man
and w ould  not eat up the w hole th in g  in  fees. 
Often I have heard people say that they em ployed  
such  and such a law yer because th ey  knew  he  
w ould not “se ll them  o u t.”
P ersonally, I have never know n o f a law yer “se l­
lin g  o u t” h is client. I have never heard an in ­
quirer ask  first about th e  sk ill or influence of a. 
certain law yer; alw ays the first th ing  m entioned  
is  w hether or not the law yer in  m ind is  “h on est.” 
Of course, th is does not apply to shady cases, 
w hen litigan ts th ink  it  is  necessary to  have som e  
law yer who can put it  over.
If I am sta tin g  th e  general ru le  truthfu lly , is  
there not here a valuable lesson  for the younger  
law yers in  particular? M ight th ey  not w ell throw  
to the w inds theories of self-exp loitation  by ind i­
rect advertising, n ot depend on business, social, 
or other connections, but plant them selves firmly 
on absolu tely  h onest dealings w ith  clients and  
everybody else? N othing can stem  the final suc­
cess of such an honest law yer, w ho has reasonable  
sk ill and has m ade proper preparation.
N aturally , c lients object to being gouged, to hav­
ing a law yer charge a ll the traffic w ill stand, or to 
the turning o f an im portant esta te  or law su it into  
a granary, out of w hich the law yer’s w hole fam ily  
m ay feed  for years and years to com e. Lincoln  
cam e to h is title  of “H onest A be” on account of his 
scrupulous honesty  w ith  h is c lien ts and w ith other  
law yers.
Frequently, when a legal m atter is closed, there  
is w rangling betw een the clien t and h is lawyer. 
In nine cases out of ten, the law yer is  on ly  asking  
w hat h is services w ere h onestly  worth, considering  
the im portance of the m atter, tim e put in, and 
favorable resu lt obtained.
One trouble seem s to be that it  is so hard for a 
law yer in  advance to te ll h is c lient frankly  w hat 
the charges are lik ely  to be per diem  in  office and 
in  court, how  much for a favorable decision, how  
much for m aking the collection , how  much for the  
com pensation allow ed by sta tu te  in  estates, fore­
closures, and other m atters. W hat percentage is  
th e  law yer to have on contingent m atters? If 
these th ings are clearly understood by clients in  
advance, there is seldom  a bit of trouble as to the  
fee. I th ink the suspicion  w hich prevails is gen­
erally  due to lack of understanding and occasional 
gouging.
Pope said: “An honest m an is  th e noblest w ork  
of God.” Shakespeare said: “There is no legacy so 
rich as h on esty .” And Cervantes, ignoring the  
m oral principle at stake, says, “H onesty is the best 
p olicy .”
WILLIAM B. BROWN,
L os A ngeles, California.
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What’s Ahead in Waste Elimination
By E. W. McCULLOUGH, Manager,
Department of Manufacture, Chamber of Commerce, of the United States.
Competition, efficiency in production, sci­
entific research and elimination of industrial 
waste all operate in the scaling down of costs 
and prices—these forces are more in evidence 
now than ever before. As one outstanding 
means of this waste elimination, simplifica­
tion and standardization continues to enlist 
the interest and active support of many of 
our farseeing commodity producers. The De­
partment of Manufacture of the National 
Chamber, as a result of its four years’ effort 
in this movement, records an active contact 
with 400 separate and distinct manufactur­
ing lines. Not all of these have undertaken 
a cooperative study of the possible varieties 
which could profitably be eliminated, but a 
substantial and healthy percentage of the list 
are interested and active.
Notwithstanding the very evident gains 
and economies which are certain to accrue 
from a reasonable application of simplified 
practice, it is surprising that numerous lines 
have as yet taken no very definite steps in 
this direction. The Department of Com­
merce, American Engineering Standards 
Committee and National Chamber have been 
and are working to the best of their ability 
to arouse those lines to the point of determin­
ing upon some action. Obviously many com­
modity groups, in which there is a very def­
inite need and field for simplification, have 
thus far escaped our attention, and
in order to put the subject directly be­
fore these we are making an appeal to 
all the manufacturing concerns of the 
United States.
Let us make the appeal in the words of the 
head of a large hotel organization—“when 
thinking of simplification remember you are 
both buyer and seller. If you cannot apply 
it to the things you sell—apply it to the
things you buy.” It may be that your in­
dustry is one which has already simplified its 
line of product, but unquestionably many of 
the items which you buy are still made in a 
large range of sizes and varieties which could 
well be reduced. Thus, it is sound counsel to 
consider the possibilities for waste elimina­
tion in the light of the things bought as well 
as sold.
The case for waste elimination, a factor in 
which is simplification, could be made in no 
more effective words than those of Secretary 
Hoover in a recent statem ent:
“The primary duty of organized so­
ciety is to enlarge the lives and increase 
the standards of living of all the people. 
We have probably the highest ingenuity 
and efficiency, in the operation of our in­
dustries, of any nation. Yet our indus­
trial machine is far from perfect. The 
wastes due to unemployment during de­
pressions; to speculation and over-pro­
duction during booms; to labor turnover 
and labor conflicts; to intermittent fail­
ure of transportation of supplies, of fuel, 
and of power; to excessive seasonal oper­
ation ; to lack of simplification and stand­
ardization in many of our commonly 
used commodities; to loss in our pro­
cesses and materials—all of these com­
bine to represent a huge deduction from 
the goods and services we might all en­
joy if we could but eliminate these 
wastes.
“The necessity of maintaining a high- 
wage level requires that all processes of 
manufacture and distribution be reduced 
to the lowest possible cost. This can be 
done through the elimination of those 
wastes arising out of too high a degree 
of diversification in certain basic pro­
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ducts. Today dozens of different sizes, 
styles, types and patterns of the most 
commonplace articles are placed in the 
market by manufacturers who must 
possess special equipment and skill to 
produce these endless variations. Mer­
chants accumulate great stocks, which 
turn but slowly because of the excessive 
diversity and lack of interchangeability 
in their components. Because of this 
situation many manufacturers and dis­
tributors favor cooperation for simplifi­
cation and standardization.
“The saving in national effort through 
such cooperation, as demonstrated by 
many well-known examples of simplifica­
tion and standardization, runs into mil­
lions of dollars. There is a great area 
still untouched in which the application 
of these waste-eliminating measures 
may well save not millions but billions. 
The consequent reduction of manufac­
turing, selling, and distributing costs, 
and the release, for active use, of mil­
lions now tied up in slow-moving stocks, 
combine to yield savings eventually 
reaching the consumer in lower prices, 
thus increasing his real wages and as­
sisting him to a higher standard of liv­
ing. The rate of our advance must be, 
and will be, in proportion to the extent in 
which we all cooperate for the elimina­
tion of waste.”
During the past three years there have 
b een many far-reaching simplification pro­
jects carried out and the following list is a 
partial record of these:
Paving Brick 
IMetal Lath 
Asphalt
F iles and Rasps 
Face Brick 
Range Boilers 
Milk Bottles 
Bed Blankets 
Steel Barrels 
Paper
Plow Bolts 
Concrete Blocks 
Concrete Brick 
Beds, Springs & Matresses 
Hotel Chinaware 
Woven Wire Fencing 
Hollow Building Tile 
Steel Reinforcing Bars 
Asbestos Paper 
Asbestos Millboard
Brass Lavatory Traps 
Hot Water Storage Tanks 
Paint and Varnish 
Builders Hardware 
Warehouse Forms 
Structural Slate 
Roofing Slate 
Blackboard Slate 
Hospital Beds
Sheet Steel 
Steel Lockers 
Lumber 
Forged Tools 
Concrete Tile 
Cotton Duck 
Eaves Trough 
Loaded Shells 
Terne Plate
One line recently reported on their simpli­
fication program as follows:
“This plan has already accomplished 
much that we set out to achieve. On one 
raw material item alone we are able to 
get a volume of production on an aver­
age inventory of $20,000 that under the 
old plan required $100,000. The produc­
tion in certain departments was in­
creased 10% and in others 25%.”
The department has reports of all the fore­
going undertakings, with full details as to 
the schedule of sizes and varieties adopted, 
together with other pertinent data on the 
project. Copies of such of these reports as 
are of special interest to you will be sent upon 
request.
[Editor’s Note: The United States Depart­
ment of Commerce published on November 
26, 1924, a pamphlet of 33 pages on “Simpli­
fied Practice—What It Is and What It Of­
fers.” This pamphlet is a summary of the 
activities of the Division of Simplified Prac­
tice and a description of the services offered 
to American industries and contains a fore­
word by Herbert Hoover. Copies of the pam­
phlet may be secured by sending ten cents to 
the office of the Superintendent of Docu­
ments Government Printing Office, Washing­
ton, D. C.]
CER TIFIED  PUBLIC ACCOUNTANT (C onn .), re­
cently resigned from  the Bureau of Internal R ev­
enue and desirous of starting in practice, is open  
for partnership proposition or position  offering  
partnership possib ilities. New E ngland or P enn­
sylvania preferred. Address Box 110, THE CER­
TIFIED  PUBLIC ACCOUNTANT, W oodward  
B uilding, W ashington, D. C.
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Analysis, Discussion and Solution
PROBLEM NO. 1 OF ACCOUNTANCY PAPER; WISCONSIN C. P. A. EXAMINATION, 
NOVEMBER, 1924
B y John B. Tanner, C. P. A. (Ohio and Wisconsin), President of International Accountants 
Society, Chicago, Illinois.
Those who are interested in the solving of ac­
c o u n tin g  problems are usually more interested in 
a  description of how one proceeds, step by step to 
arrive at the solution, than they are in the finished 
solution.
And for those who will be called upon to solve 
such problems it is infinitely more important to 
study such a “step-by-step” procedure than it is 
to  look over a finished solution, and see only the 
completed work.
For that reason we are outlining here a “step- 
by-step” description of a procedure for solving this 
problem.
The first step is a brief examination of the length 
and general set-up of the problem as stated on the 
examination paper.
In this brief examination a mental note is made 
-of the following points:
1. Because of its length, written notations of 
salient points should be made while reading the 
problem.
2. The requirements for the solution are stated  
a t  the end of the problem.
3. The problem appears to involve the adjusting 
of trial balances and the preparation of corrected  
financial statements.
The next step consists of a careful reading of 
th e problem and of writing on a piece of paper 
such points as develop from this reading. Such 
notations are given here just as they would appear 
in the rough without any attem pt to revise or re­
model them into finished statements.
The first sentence contains a point worth not­
ing. The company was organized January 7, 1922 ; 
so the following notation may be made:
1. 1922 not a full year, but practically so.
The two trial balances next receive attention,
item  by item, and the following notations are 
made:
2. No inventory at beginning of 1922.
3. Analyze surplus, $76 ,007 .94 .
4. Only one income Cr. Sales.
5 . Dividend (unpaid). Investigate this.
6. 1922 Investments disappear in 1923.
This completes the reading of the trial balances 
and we turn to the next page. The information 
a t the top of the page gives us several figures
relating to the Plant Account and leads us to be­
lieve that it may be necessary to analyze this ac­
count. So we make the following notation:
7. Analyze Plant Account.
We also make a mental note to place the letter 
“P ” in the margin at the left opposite each para­
graph which supplies information concerning the 
Plant Account. This will give us quick reference 
to these items when we are ready to make the 
analysis, without the necessity for completely re­
reading the problem.
The next paragraph concerning the canned goods 
purchased in December, 1922, brings to our atten­
tion one of the most vital points in the problem. 
When we increase the Purchases Account for 1922, 
we must not forget that we should decrease the 
Purchases Account for 1923. So we put down the 
following notation:
8. Some adjustments of 1922 P. & L. also affect 
1923 P. & L.
The next six paragraphs supply information re­
garding certain adjustm ents; but nothing in these 
paragraphs requires particular noting, so we pass 
on to the long paragraph under the heading, “At 
December 31, 1923 .”
This paragraph should be marked with a letter 
“P .” In addition to information concerning the 
Plant Account, we are advised by implication that 
a credit of $7,700 has been made to some account 
on the trial balance, and this fact should be noted.
However, it usually happens that one who has 
not had a very considerable experience in solving 
problems such as these, will miss a point here or 
there in his first review of the problem; and it 
is our wish to present this procedure as if it were 
being developed by a candidate sitting in a C. P. A. 
examination rather than to present a flawless de­
velopment resulting from mature study. So let us 
assume that we have overlooked this m atter of the 
credit for $ 7 ,700 ; and then we can see later if any 
complications result from the oversight.
We continue to read the succeeding paragraphs 
noticing that various adjustments are called for 
until we reach the paragraph regarding interest. 
From  the data in this paragraph together with the 
data in the paragraph regarding the interest ac­
cruals on December 31, 1922, we deduce that some
176 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
interest has been paid to the Wisconsin Canning 
Company during 1923. Such payments have been 
credited somewhere, and yet we recall that there 
is only one income credit account “Sales.” We 
examine the trial balance again, and find that there 
is no interest earned account to which such pay­
ments could have been credited. So we make the 
following notation:
9. Interest has been earned and paid, but no 
interest earned a /c  appears. Probably was credited 
to interest.
A few paragraphs lower down we note:
10. Dismiss calculation of 1922 Income Tax.
The paragraph following that also justifies a
short note.
11. Careful consideration of depreciation.
This brings us to the requirements. After read­
ing them, we recognize that the first thing which 
we will have to do is to prepare the working sheets 
and in this connection we note:
12. W. S. in accordance with good accounting 
practice.
The reading of the problem with the “jotting” 
down of the notes is completed, and we are ready 
to start on the actual work.
A quick review of our twelve notes shows us 
that there are two analyses which we should pre­
pare before considering the Working Sheet, analy­
sis of Surplus and analysis of Plant.
These analyses may be made in rough notes 
thus:
Surplus
Profit, 1922 :
S a le s ........................................................ $453 ,430 .15
* Costs and Expenses.........................  390,885 .38
62,544.77
Plus Invty .............................................. 5 ,763.17
68,307.94
*(This item is obtained by adding the figures 
on the examination sheet. There is no necessity 
for writing them on a separate sheet of paper, but 
the addition should be made on the examination  
sheet itself.)
This figure is less than the Surplus figure shown 
on the Trial Balance of December 31, 1923, so we 
determine the difference thus:
$76,007 .94
68,307.94
7,700.00
We should immediately recognize this as the 
figure given for appreciation of Plant, indicating 
that the offsetting credit for this addition to Plant 
Account has been made to Surplus. By adding this 
amount to our Surplus analysis a total of 
$76 ,007 .94  is shown and the analysis is complete.
(Notice how the oversight in our first notes has 
taken care of itself in this an alysis):
Plant
1922
Elec. Equip.....................................................  $9 ,995 .93
Pro. Equip.........................................................  56 ,224 .67
Land ...................................................................  5 ,000 .00
B ld g s ...................................................................  35 ,504 .91
Bal. 1 2 /3 1 /2 2  ............................................ 106 ,725 .51
1923
Add. Pro. E q u ip ............................................  24 ,924 .62
Appreciation ................................................... 7 ,700 .00
139 ,350 .13
Pro. Equip. Sold......................... ...................  7 ,000 .00
132 ,350 .13
Transfer to R. E ...........................................  5 ,000.00
Bal. 1 2 /3 1 /2 3  ...........................................  127 ,350 .13
Having completed these analyses we may cross 
out Numbers 3 and 7 of our notes.
We are now ready to give consideration to the 
form of Working Sheets to be used. In account­
ing practice these Working Sheets should be ac­
companied by separate schedules of adjusting 
journal entries, with complete explanations. How­
ever, it is most essential in a C. P. A. examination 
to avoid wasting any time in the preparation of 
unnecessary statements, and the problem does not 
call for the adjusting journal entries. Therefore, 
it would be better to omit them with a brief note 
to the examiner explaning that they should ac­
company the working sheet but that since they are 
not definitely called for, they are omitted to save 
time. Then after the rest of the examination is 
completed, if any time remains, the candidate may 
return to this first problem and prepare the journal 
entries.
The next point for consideration is the form of 
the Working Sheets. The first point that appeals 
to us is that we will need two working sheets, one 
for the 1922 trial balance and the other for the
1923 trial balance.
Reviewing the notes made during our reading 
of the problem, we notice that number 8 has 
reference to two sets of adjustments for 1923. 
This leads us to decide that our 1923 Working 
Sheet should have four adjustment columns, one 
pair for adjustments as of December 31, 1922, and 
the other pair for adjustments as of December 31, 
1923.
The Working Sheets used are illustrated in the 
solution.
During the preparation of the Working Sheets 
many interesting points arise, and we would like 
to continue this step-by-step consideration of these
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item s as they come up for attention in solving the 
problems; but lack of space prevents us from 
doing so.
However, in your study of the solution, you will 
undoubtedly notice some of them, which are 
brought out in the notes to the examiner.
A few  of the most interesting points are:
1. Period of Depreciation.
2. W hether loss on sale of equipment should be 
charged to Profit and Loss or Surplus.
3. Whether income tax paid should be charged 
to  Profit and Loss or Surplus.
4. The handling of appreciation.
5. Overhead on cost of the addition to the 
buildings.
6. Dividend (unpaid) account.
7. Method of entering inventories on the Work­
ing Sheets. 
The preparation of the final adjusting entry, and 
the reconciliation of surplus necessitate a careful 
study of the adjusting entries on the Working 
Sheets.
The candidate will find that the cultivation of a 
good memory for details and figures will be of 
considerable help to him in handling problems of 
this nature.
Wisconsin Canning Company 
Adjusting Entries for Working Sheet 
as of December 31, 1922
1. Land ....................................................................................................................................
Buildings ...........................................................................................................................
Electrical E q u ip m en t.................................................. ..................................................
Process Equipment .......................................................................................................
Plant .....................................................................................................................
To transfer from Plant Account the various classes of plant items 
into separate accounts.
2. Purchases ...........................................................................................................................
Accounts Payable ................................................. ................................................
Canned goods purchased in December, 1922, and included in the in­
ventory December 31, 1922, but not entered in the Purchases until 
1923.
3. Accrued Interest R ece iv a b le .......................................................................................
Interest ...............................................................................................................................
Accrued Interest p a y a b le ...................................................................................
To enter interest accrued, both receivable and payable as of December 
31, 1922.
(Examiner: Please see my note in respect to the handling of interest.)
4 .  Bad D e b ts ...........................................................................................................................
Reserve for Bad D e b ts .....................................................................................
To set up a Reserve for Bad Debts of 2% of the Accounts Receivable 
as of December 31, 1922.
5. Electrical E q u ipm en t.....................................................................................................
Repairs ....................................................................................................................
To correct error made in entering invoice (description of invoice and 
erroneous en try).
6. Accounts Receivable .....................................................................................................
Sales ..........................................................................................................................
Sales on account shipped in 1922 but recorded on books in 1923.
7. Taxes ........................... .........................................................................................................
Accrued Taxes ...............................................................................  .................
Taxes accrued as of December 31, 1922, paid in 1923.
8. Inventory, December 31, 1922 .................................................................................
Cost of Goods Sold ........................................................................................................
Purchases ................................................................................................................
To enter ending inventory and Cost of Goods Sold.
9 . Depreciation of B u ild in g s ...........................................................................................
Depreciation of Electrical Equipment ...................................................................
Depreciation of Process E q u ip m en t........................................................................
Reserve for Depreciation of B u ild in g s .........................................................
Reserve for Depreciation of Electrical Equipm ent...................................
Reserve for Depreciation of Process E q u ip m e n t ..................................
To set up Depreciation for the year 1922 as follows:
Buildings— $35,504.91 @ 3%, $1,065.15.
Electrical Equipment— $11,495.93 @ 10%, $1,149.59.
Process Equipment—  $56,224.67 @ 15%, $8,433.70.
(Examiner: Please see my note in regard to Depreciation.)
10. Federal Income T a x ........................................................................................................
Accrued Federal Income T a x ......................................................................... .
To set up Federal Income Tax Accrued on Net Income for the year 
ending December 31, 1922.
$5,000.00
35.504.91 
9,995.93
56,224.67
................. $106,725.51
1,500.00 
.................  1,500.00
400.00
1,400.00
............... 1,800.00
1,077.34
.................  1,077.34
1,500.00 
.................  1,500.00
5,304.00 
.................  5,304.00
2,030.00 
.................  2,030.00
5,763.17
509,547.14
............... 315,310.31
1,065.15
1,149.59
8,433.70
............... 1,065.15
...............  1,149.59
................  8,433.70
20,417.91
.................  20,417.91
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Wisconsin Canning Company 
Adjusting Entries for W orking Sheet 
as of December 31, 1923
1. Plant ...........................................................................................................................................  $5 ,000.00
Real E s t a t e ................................................................ ............................................ .................................
To transfer to Plant Account Real Estate  
previously transferred from that account.
2 . Land ...........................................................................................................................................  5 ,000.00
Real E s t a t e ...............................................................................................................................................
To transfer to Land Account additions dur­
ing year 1923.
3. Process Equipment ............................................................................................................. 24,924.62
Plant ...........................................................................................................................................................
To transfer from Plant Account Process 
Equipment purchased during 1923.
4. Surplus ......................................................................................................................................  7 ,700.00
Plant ...........................................................................................................................................................
To cancel entry setting up arbitrary value.
(Exam iner: Please see my note in respect to 
this entry.)
5. Plant ...........................................................................................................................................  7 ,000.00
Loss on sale of E u ip m e n t................................................................................................................
To transfer to special loss account proceeds 
of sale of Process Equipment.
6 . Loss on Sale of Equipment ..............................................................................................  12,000.00
Process E q u ip m en t...............................................................................................................................
To charge off cost of Process Equipment 
sold in 1923.
7. Depreciation of Process E q u ip m en t.................... ipment ..................................... 900.00
Reserve for Depreciation of Process e q u ...............................................................................
To set up Depreciation on Process Equip­
ment sold at 15% from January 1, 1923, to 
date of sale.
(Exam iner: Please see my note in regard to 
Depreciation.)
8 . Reserve for Depreciation of Process equipment ................................................... 2 ,700.00
Loss on Sale of E q u ip m en t............... ..............................................................................................
To charge off Reserve for Depreciation set 
up for Process Equipment which was sold 
in 1923.
9. Buildings ................................................................................................................................... 4 ,250.00
Purchases ...............................................................................................................................................
Direct L a b o r .......................................................... ...............................................................................
To transfer to Buildings Account addition 
built in 1923, and erroneously charged to 
Purchases and Direct Labor.
(Exam iner: This entry is based on the a s ­
sumption that the audit disclosed that the 
labor cost of erecting the addition to Build­
ings was charged to Direct Labor when it 
was entered on the books. If the audit had 
disclosed that the original entry was made 
to Indirect Labor, then, of course, the credit 
in this entry should be to Indirect Labor.
The problem states “Labor Account,” and I 
am assuming that this means that the item 
was erroneously charged to “Direct Labor.” )
10. S a le s ...................................................................................................... .....................................  1 ,500.00
Accounts Receivable...........................................  ............................................................................
Sales of 1924 erroneously entered in 1923.
These goods were on hand December 31,
1923, and are included in the inventory of 
that date.
11. Purchases .................................................................................................................................  500.00
Accounts Payable...................................................................................................................................
Purchases of 1923 not entered until 1924.
These goods are included in inventory of 
December 31, 1923.
$5 ,000 .00
5 ,000.00
24,924.62:
7 ,700 .00
7 ,000 .00
1 2 , 0 0 0 . 0 0
900.00
2,700.00
3,500.00
750.00
1,500.00
5 0 0 . 00
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12. Accrued Interest Receivable................................................................................................  50.00
I n te r e s t ........................................................................................................................................  2 ,050.00
Accrued Interest Payable. ...............................................................................................................  2 ,100.00
To set up accrued interest, both receivable 
and payable, as of December 31, 1923.
(Exam iner: Please see my note in regard to 
Interest.)
13. T a x e s .................................................................... ....................................................................... 2 ,065.00
Accrued T axes..........................................................................  . . .  ................................................. 2 ,065.00
To set up accrued Taxes as of December 31,
1923.
14. Surplus ......................... .................................................. ..........................................................  15,000.00
Dividends Payable.................................................................................... . .........................................  15 ,000.00
To set up dividends declared in 1923.
15. Dividends P ayable..................................................................................................................  10 ,000.00
Dividend (unpaid).................................................................................................................................  10 ,000.00
To transfer to Dividends Payable balance of 
Dividend (unpaid) account representing 
amount which has been paid on the 20%
Dividend declared.
16. Depreciation of Buildings........................................... ...............................................................$1,128.90
Depreciation of Electrical Equipment.................................................................................  1 ,149.59
Depreciation of Process Equipment......................................................................................  8 ,503.05
Reserve for Depreciation, Buildings.........................................................................  $ 1,128.90
Reserve for Depreciation, Electrical Equipm ent................................................... 1 ,149.59
Reserve for Depreciation, Process Equipm ent................................................... 8 ,503.05
To set up Depreciation for the year 1923, as follows:
Buildings:
Cost value, January 1, 1923 .......................$35 ,504.91 @ 3% $1,065.15
Additions during 1923 .................................  4 ,250.00 @  1 ½% 63.75
T o ta ls ........................................................ 39,754.91 1,128.90
Electrical Equipm ent.............................................  11 ,495.93 @  10% 1,149.59
Process Equipment:
Cost value, January 1, 1 9 2 3 .......................  56 ,224 .67
Less: Equipment sold.................................  12,000.00
Equipment in use entire y ear....................  44 ,224 .67  @ 15% 6,633.70
Equipment purchased during y e a r..........  24 ,924.62 @  7 ½% 1,869.35
Totals .............................. ...................... 69 .149.29 8 ,503.05
(Exam iner: Please see my note in regard to Depreciation.)
17. Reserve for Bad Debts..........................................................................
Bad Debts...................................................................................................
To charge uncollectible Receivables against 
Reserve for Bad Debts.
18. Bad Debts................................................. ..........................................................
Reserve for Bad Debts...................................... .................................
To set up Reserve for Bad Debts as of December 31,
1923, as follows:
4% of Account Receivable.............................................................  1 ,045.90
Balance of Reserve A ccount........................................................... 102.34
Amount of en try .................................................................................  943.56
19. Cost of Goods S o ld ...............................................................................................................  341,735.00
Inventory, December 31, 1923 ........................................................................................... 11,651.35
Purchases ...............................................................................................................................................  347,623.18
Inventory, January 1, 1923 ............................................................................................................  5 ,763.17
To enter inventory at end of year, close out 
inventory  at beginning of year and set up 
Cost of Goods Sold.
20. Accrued Federal Income T a x ...........................................................................................  20,417.91
Federal Income Tax............................................................................................................................... 20,417.91
To charge payment of income tax against 
liability set up in 1922.
975.00
975.00
943.56
943.56
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 1 8 1
__
__
_
A
cc
ou
nt
__
__
__
__
__
__
Ca
sh
 
on 
Ha
nd
 
Ca
sh
 
in 
B
an
k 
A
cc
ou
nt
s 
R
ec
ei
va
bl
e 
N
ot
es
 
R
ec
ei
va
bl
e 
In
ve
nt
or
y 
P
la
n
t
Re
al
 
E
st
at
e
A
cc
ou
nt
s 
P
ay
ab
le
 
N
ot
es
 
P
ay
ab
le
 
M
or
tg
ag
e 
C
ap
ita
l 
St
oc
k 
S
ur
pl
us
S
al
es
P
ur
ch
as
es
D
ir
ec
t 
L
ab
or
 
In
di
re
ct
 
L
ab
or
 
Fa
ct
or
y 
E
xp
en
se
s 
In
te
re
st
S
el
li
ng
 
E
xp
en
se
s 
G
en
er
al
 
Ad
m.
 
E
xp
en
se
s 
D
iv
id
en
d 
(u
np
ai
d)
Fe
de
ra
l 
In
co
m
e 
Ta
x
Ba
d 
D
eb
ts
T
ax
es
R
ep
ai
rs
La
nd
B
ui
ld
in
gs
E
le
ct
ri
ca
l 
E
qu
ip
m
en
t
Pr
oc
es
s 
E
qu
ip
m
en
t 
R
es
er
ve
 
fo
r 
Ba
d 
D
eb
ts
 
R
es
er
ve
 
fo
r 
D
ep
., 
B
ui
ld
in
gs
 
R
es
. 
fo
r 
D
ep
., 
E
le
c.
 
E
qu
ip
. 
R
es
. 
fo
r 
D
ep
., 
Pr
oc
es
s 
E
qu
ip
.
A
cc
ru
ed
 
Fe
de
ra
l 
In
co
m
e 
T
ax
 
Lo
ss
 
on 
Sa
le
 
of 
E
qu
ip
m
en
t
De
p.
 
of 
Pr
oc
es
s 
E
qu
ip
m
en
t
A
cc
ru
ed
 
In
te
re
st
 
R
ec
ei
va
bl
e 
A
cc
ru
ed
 
In
te
re
st
 
P
ay
ab
le
 
A
cc
ru
ed
 
T
ax
es
 
D
iv
id
en
ds
 
P
ay
ab
le
 
D
ep
re
ci
at
io
n 
of 
B
ui
ld
in
gs
 
D
ep
re
ci
at
io
n 
of 
E
le
c.
 
E
qu
ip
.
Co
st 
of 
Go
od
s 
So
ld
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
T
o
ta
ls
Ne
t 
Lo
ss
 
fo
r 
19
23
 
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
__
_
To
ta
ls _
__
__
_
T
ri
al
 
B
al
an
ce
 
De
b
i
t
 
C
re
d
it
$
 
2
4
.
0
0
 
7,
61
7.
76
27
,6
47
.4
9
5
,8
30
.0
0 
5,
76
3.
17
12
7,
35
0.
13
1
0
,00
0.
00
$ 
32
,8
80
.2
7 
16
,0
00
.0
0
14
,0
00
.0
0
75
,0
00
.0
0 
76
,0
07
.9
4
42
6,
71
2.
33
35
2,
12
3.
18
30
,0
68
.8
8
5
,4
49
.0
0 
10
,2
89
.5
3
3
,2
00
.0
0 
9,
93
7.
85
 
7,
81
8.
63
25
,0
00
.0
0 
15
,0
00
.0
0 
20
,4
17
.9
1 
97
5.
00
4,
06
5.
00
2
,0
23
.0
1
$6
55
,6
00
.5
4  
$6
55
,6
00
.5
4
A
dj
us
tm
en
ts
 
fo
r 
19
22
 
T
ra
ns
ac
ti
on
s 
De
b
it 
 
 
 
C
re
d
it
Ke
y 
Am
ou
nt
 
ke
y 
A
m
ou
nt
(1
) 
$1
06
,7
25
.5
1
(2
) 
* 
1,
50
0.
00
 
(5
) 
1,
50
0;
00
(3
) 
1,
40
0.
00
 
(6
) 
5,
30
4.
00
(4
) 
1,
07
7.
34
 
(7
) 
2,
03
0.
00
 
(9
) 
1,
06
5.
15
 
(9
) 
1,
14
9.
59
 
(9
) 
8,
43
3.
70
 
(1
0 
)20
,4
17
.9
1
(6
) 
5,
30
4.
00
(2
) 
1,
50
0.
00
 
(3
) 
40
0.
00
 
(3
) 
1,
80
0.
00
(7
) 
2,
03
0.
00
(1
) 
5,
00
0.
00
 
(1
) 
35
,5
04
.9
1 
(1
) 
9,
99
5.
93
(5
) 
1,
50
0.
00
 
(1
) 
56
,2
24
.6
7
(4
) 
1,
07
7.
34
 
(9
) 
1,
06
5.
15
 
(9
) 
1,
14
9.
59
(9
) 
8,
43
3.
70
(1
0)
 
20
,4
17
.9
1 
$1
51
,0
03
.2
0 
$1
51
,0
03
.2
0
W
is
co
ns
in
 
C
an
ni
ng
 
C
om
pa
ny
 
W
OR
KI
NG
 
SH
EE
T 
D
ec
em
be
r 
31
, 
19
23
A
dj
us
tm
en
ts
 
fo
r
__
__
__
__
__
__
_1
92
3 
T
ra
ns
ac
ti
on
s _
__
__
__
D
eb
it 
C
re
di
t
Ke
y 
Am
ou
nt
 
Key
  
A
m
ou
nt
(1
0)
 
$
1,
50
0.
00
(1
9)
 
$ 
11
,6
51
.3
5 
(1
9)
 
5,
76
3.
17
(1
) 
5,
00
0.
00
 
(3
) 
24
,9
24
.6
2
(5
) 
7,
00
0.
00
 
(4
) 
7,
70
0.
00
(1
) 
5,
00
0.
00
(2
) 
5,
00
0.
00
(1
1)
 
50
0.
00
(4
) 
7,
70
0.
00
(1
4)
 
15
,0
00
.0
0
(1
0)
 
1,
50
0.
00
(1
1)
 
50
0.
00
 
(9
) 
3,
50
0.
00
(1
9)
 
34
7,
62
3.
18
 
(9
) 
75
0.
00
(1
2)
 
2,
05
0.
00
(1
5)
 
10
,0
00
.0
0
(2
0)
 
20
,4
17
.9
1
(1
8)
 
94
3.
56
 
(1
7)
 
97
5.
00
(1
3)
 
2,
06
5.
00
(2
) 
5,
00
0.
00
 
(9
) 
4,
25
0.
00
(3
) 
24
,9
24
.6
2 
(6
) 
12
,0
00
.0
0 
(1
7)
 
97
5.
00
 
(1
8)
 
94
3.
56
(1
6)
 
1,
12
8.
90
 
(1
6)
 
1,
14
9.
69
(8
) 
2,
70
0.
00
 
(7
) 
90
0.
00
(1
6)
 
8,
50
3.
05
(2
0)
 
20
,4
17
.9
1
(6
) 
12
,0
00
.0
0 
(8
) 
2,
70
0.
00
(5
) 
7,
00
0.
00
(7
) 
90
0.
00
 
(1
6)
 
8,
50
3.
05
 
(1
2)
 
50
.0
0
(1
2)
 
2,
10
0.
00
(1
3)
 
2,
06
5.
00
(1
5)
 
10
,0
00
.0
0 
(1
4)
 
15
,0
00
.0
0
(1
6)
 
1,
12
8.
90
 
(1
6)
 
1,
14
9.
59
(1
9)
 
34
1,
73
5.
0
0
$4
67
,1
43
.9
8 
$4
87
,1
43
.9
8
P
ro
fi
t 
4 
L
os
s 
D
eb
it 
C
re
d
it
$4
19
,9
08
.3
3
$ 
29
,3
18
.8
8
5
,4
49
.0
0 
10
,2
89
.5
3
3,
85
0.
00
9,
93
7.
85
7,
81
8.
63
94
3.
56
4,
10
0.
00
2
,0
23
.0
1
2,
30
0.
00
9,
40
3.
05
1,
12
8.
90
1,
14
9.
59
34
1,7
35
.0
0
$4
29
,4
47
.0
0 
$4
19
,9
08
.3
3
41
9,
90
8
. 3
3 
$ 
9
,5
38
.6
7
B
al
an
ce
 
S
he
et
D
eb
it 
C
re
d
it
$ 
24
.0
0
 
7,
61
7.
76
 
26
,1
47
.4
9 
5
,8
3
0
.0
0 
11
,6
51
.3
6
$ 
33
,3
80
.2
7 
16
,0
00
.0
0
14
,0
00
.0
0
75
,0
00
.0
0 
23
,0
38
.2
5
10
,0
00
.0
0
39
,7
54
.9
1
11
,4
95
.9
3
69
,1
49
.2
9
1,
04
5.
90
2,
19
4.
05
2,
29
9.
18
15
,1
36
.7
5
50
.0
0
2
,1
00
.0
0
2
,06
5.
00
5
,0
00
.0
0
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
_
 9,
5
3
8
.6
7
$1
81
,7
20
.7
3 
$1
81
,7
2
0.7
3
182 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
Wisconsin Canning Company 
Final Adjusting Entry  
for the books of account of Wisconsin Canning 
Company as of December 31, 1923
L a n d ...........................................  $10,000.00
Buildings .................................  39,754.91
Electrical Equipment . . . .  11,495.93
Process E q u ip m en t.............  69 ,149.29
Accrued Interest Receivable 50.00
Surplus, Dividend Declared 15,000.00  
Surplus, Appreciation . . . .  7 ,700.00  
Surplus, Profit and Loss
1922 .................... ............ 30 ,269.69
Dividend Payable ...............  10 ,000.00
Accounts R ece iv ab le ..............................  $1 ,500 .00
Plant ............................................................. 127 ,350 .13
Real Estate ................................................  10,000.00
Accounts Payable ...................................  500.00
Reserve for Depreciation:
B u ild in g s.................................................  2 ,194.05
Electrical Equipm ent.........................  2 ,299.18
Process Equipm ent..............................  15 ,136.75
Reserve for Bad D e b ts .........................  1 ,045.90
Accrued Interest P a y a b le ....................  2 ,100.00
Accrued Taxes . . ......................................  2 ,065.00
Dividend Payable .............................. .. 15 ,000 .00
Dividend (unpaid) .................................  10 ,000 .00
Surplus, Profit and Loss, 1923 ............. 4 ,228.81
This entry is made to adjust the accounts of the 
Wisconsin Canning Company in order to bring 
them into agreement with the audit report of Blank 
and Blank, Certified Public Accountants, for the 
years 1922 and 1923, as follows:
(Following this description, and accompanying 
this journal entry, should be a list of the adjust­
ments as shown on the Working Sheets. These are 
omitted here in order to save time since they are 
already shown on the adjusting Entries for the 
Working Sheets.)
(Note to Exam iner: This entry is based on the 
assumption that the accounts had been closed as 
of December 31, 1923, and that the balance shown 
in the Surplus Account before this entry is $62,- 
240.46, which is shown in my statement of the 
reconciliation of surplus. Both trial balances 
given in the problem are trial balances before clos­
ing, but it is certain that the 1922 trial balance 
h as been closed on the books, so I am assuming 
th at both years have been closed on the books.)
Inventory beginning of
y e a r .................................  5 ,763.17
P u rch a se s .........................  352,123 .18
Wisconsin Canning Company 
Analysis of Surplus 
December 31, 1923
Net Profit for the year 1922 ....................  $38,038 .25
Dividend Declared, 1923 .........................  15 .000.00
23,038.25
Net Loss for the year 1923 ....................  9 ,538.67
Balance, December 31, 1923 .................. 13 ,499.58
Wisconsin Canning Company 
Reconciliation of Surplus
as of December 31, 1923 
Balance as shown on Trial Balance be­
fore closing, December 31, 1 9 2 3 . . .  $76 ,007 .94  
Closing normal accounts shown on Trial Balance: 
S a le s .................................... $426 ,712 .33
Inventory end of year.
Cost of Goods Sold
Direct Labor ..........
Indirect Labor . . . .  
Factory  Expenses .
Interest ....................
Selling Expenses . . 
General Adm. Expenses 
Federal Income Tax . .
Bad Debts .......................
Taxes .................................
Repairs ............................
357,886.35
11,651.35
346,235.00
30,068.88
5,449.00  
10,289.53
3,200.00  
9,937.85  
7,818.63
20,417.91
975.00
4 ,065.00
2,023.01
Total Costs and E x­
penses .......................  440,479.81
Net Loss per Trial B a la n c e ..........  13 ,767.48
62 ,240.46
Appreciation charged off .........................  7 ,700.00
54,540.46
Dividend D eclared ......................................... 15 ,000.00
39,540.46
Reserves charged against profits:
Bad Debts ....................... 2 ,020.90
Depreciation of Build­
ings .................................  2 ,194.05
Depreciation of Electri­
cal E q u ip m en t..........  2 ,299.18
Depreciation of Pro­
cess Equipment . . . .  17 ,836.75
Additions to Surplus:
Elec. Equip. charged to Repairs in
error  . .....................................................
Bad Debts previously charged to 
Profit and Loss, 1923, now charged  
against Reserve for Bad Debts. . . 
Accrued Interest Receivable Dec.
31, 1923 ................................................
Cost of Addition to Building previ­
ously charged to Expense .............
24 ,350.88
15,189.58
1 ,500.00
975.00
50.00
4 ,250.00
21,964.58
Deductions from Surplus:
Purchases of 1923, en­
tered in 1924 ............. $500.00
Interest Payable Ac­
crued Dec. 31, 1 9 2 3 . 2 ,100.00  
Loss on Sale of equip­
ment ..............................  2 ,300.00
Sales of 1924, entered
in 1923 .........................  1 ,500.00
Taxes Accrued Decem­
ber 31, 1923 .............  2 ,065.00
8,465.00
Balance per Audit R e p o r t ............. 13 ,499.58
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Wisconsin Canning Company 
Analysis of Decrease in Working Capital
for the year ending December 31, 1923
Working Capital:
January 1, 1923:
Current A ssets........................................................................................................ $122,456.19
Current L iabilities.............................................. ..................................................  92,995.01 $29,461.18
December 31, 1923:
Current A ssets........................................................................................................ 50,274.70
Current Liabilities................................................................................................. 58,545.27 *8,270.57
Decrease in Working Capital....................................................................................  37,731.75
Analysis of above Decrease:
A dditions:
Increases in Current Assets:
Cash in B ank............................................................................  $1,301.88
In v e n to r y ...................................................................................  5,888.18 $7,190.06
Decreases in Current Liabilities:
Notes Payable............................................................................  25,500.00
Accrued Federal Income T ax...............................................  20,417.91 45,917.91 $53,107.97
Deductions:
Decreases in Current Assets:
Notes R eceivable.........................................................................14,170.00
Accounts Receivable ( n e t ) ........................................ ............27,687.84
Accrued Interest Receivable........................... ................ 350.00
Investm ents .............................................................................. ...37,163.71 79,371.55
Increases in Current Liabilities:
Accounts Payable..................................................................... 6,133.17
Accrued Interest Payable......................................................  300.00
Accrued Taxes........................................................................... 35.00
Dividends Payable.................................................................... 5,000.00 11,468.17 90,839.72
Decrease in Working Capital..................................................................  37,731.75
* Deficit.
(Note.— Although the problem calls for a statement showing the analysis of increase in 
working capital, the result shown from the Comparative Balance Sheets is a decrease.)
PROBLEM 1—ACCOUNTING PROBLEMS 
Wisconsin Canning Company Problem
Notes to Examiner
1. INTEREST.
The data in the problem indicates that on the 
books of the Wisconsin Canning Company there is 
only one interest account, and that interest earned 
has been credited to this account. During 1923 
the notes receivable were reduced from $20,000 to 
$5,830 and the accrued interest receivable was re­
duced from $400 to $50. This indicates that some 
interest was collected, but since no account for 
interest earned or miscellaneous earnings appears 
in either trial balance I am assuming that such re­
ceipts of interest were credited to “Interest.” From 
the data given in this problem, it is impossible to 
analyze this account, since due dates, rates of in­
terest, etc., are not given in respect to interest 
bearing items. So I am treating this as a net
account. In practice I would analyze this account 
and set up interest earned and interest expense as 
separate items.
2. DEPRECIATION.
The problem states that the company was or­
ganized January 7, 1922. If the company took 
over a going business on that date, including all 
the plant items shown as of December 31, 1922, 
then the plant was in use practically a full year 
and depreciation might be calculated on that basis. 
The problem does not state whether or not all of 
the plant items were acquired at date of organiza­
tion or subsequently; therefore I am assuming that 
the complete plant as shown by the figures on De­
cember 31, 1922, was in use a full year during 
1922.
In respect to the depreciation for the year 1923, 
if it were practical to do so, I would figure de­
preciation on additions during the year from the 
date when first put into use to the end of the year. 
The problem is silent as to exact period of use, so 
I am assuming that additions have been in use
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one-half year during 1923, and that equipment 
sold was in use during the first half of 1923.
The problem states “calculate depreciation on 
the correct balance on December 31, of each year,” 
which I understand as referring to the base to be 
used for the depreciation rates, and not to the 
period of time during which the equipment was 
used.
3. APPRECIATION.
I have eliminated the abritrary appraisal write 
up of $7,700 on the assumption that the company 
officials admit that it should not have been placed 
upon the books.
If the $7,700 increase is to appear on the Bal­
ance Sheet it should be shown as a separate item 
“appreciation by order of officers or Board of Di­
rectors” and a similar separate Surplus item  
would appear.
4. DIVIDEND.
It is my understanding from the data given in 
the problem that only one dividend, a 20 per cent 
dividend on $75,000, has been declared. On this 
basis an account termed “ Dividend (unpaid)” 
showing a debit of $25,000  and a credit of $15,000  
seems to me quite unusual and probably based on 
erroneous entries. Since no information concern­
ing it is given in the problem I am treating the 
debit balance of the account as representing the 
amount actually paid on the dividend.
5. LAND.
The cost of land, $5,000, was transferred to the 
Real Estate Account. This account showed a debit 
balance of $10,000 on December 31, 1923, and 
since there is no specific explanation I am assum­
ing that the additional $5,000 in this account 
represents land purchased during 19 2 3 ; and con­
sequently placing the $10,000 balance in an ac­
count termed “Land,” and closing out the account 
termed “Real E state ,” since the latter is a descrip­
tion which includes both Land and Buildings.
6. THE YEAR 1922 .
Since the Wisconsin Canning Company was or­
ganized January 7, 1922, it did not operate a full 
year in 1922. However, for all practical purposes 
this might be treated as a full year and I am so 
treating it in this solution.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
Serving Time
“Yes," mused the Old Timer, “when a 
man’s single he’s free. After he’s been mar­
ried a year, he’s usually fastened to a bawl 
and jane.”—The Kablegram.
CORRECTIONS IN DIRECTORY OF 
MEMBERSHIP
Truman G. Edwards, 1015 Pemberton 
Building, Boston, Mass., should have been 
listed as follows: Truman C. Edwards, 1015 
Pemberton Building, Boston, Mass.
Charles Eugene Di Pesa, 40 Central Square, 
Room 604, Boston, Mass. Mr. Di Pesa’s ad­
dress should read 40 Central Street, Room 
604, Boston, Mass.
Samuel Kaplan (N. H.), 949 Broadway, 
New York City. Mr. Kaplan is the holder of 
a New York C. P. A. certificate and should 
have been listed without qualification—Sam­
uel Kaplan, 949 Broadway, New York City.
Thomas R. Lill (N. J .) , Apartado 215, 
Bogota, Republic of Colombia. The above 
is Mr. Lill’s temporary address. We should 
have listed him as follows: Thomas R. Lill 
(N. J .) , Searle, Oakey & Miller, 25 Broad 
Street, New York City.
Fred L. Main (N. J .) , 149 Broadway, New 
York City. Mr. Main holds a New York C. 
P. A. certificate and should have been listed 
as follows: Fred L. Main, 149 Broadway, 
New York City.
Mervyn B. Walsh (N. H.), 617 Capitol 
Theatre Building, 120 Madison Avenue, De­
troit, Mich. Mr. Walsh is the holder of a 
Michigan C. P. A. certificate and should have 
been listed as follows: Mervyn B. Walsh, 617 
Capitol Theatre Building, 120 Madison Ave­
nue, Detroit, Mich.
STATE SOCIETY NEWS 
Michigan
The Michigan Association of Certified Pub­
lic Accountants will hold its quarterly meet­
ing at the Aviation Town and Country Club, 
Detroit, Mich., on Thursday, April 2 ,  1925.
Stone Age
Jane—“How did you act when you saw 
Jack this morning?”
June—“I gave him the geological survey.”
Jane—“In other words------?”
June—“The stony stare.”
—The Kablegram.
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New C. P. A. Law for North Dakota
H. B. No. 149 
(Freem an)
STATE BOARD OF ACCOUNTANCY
AN ACT To create a State Board of Accountancy 
and prescribing its duties and powers; to pro­
vide for the examinations of, and issuance of 
certificates to, qualified accountants, with the 
designation of Certified Public Accountants; 
to provide the penalty for violations of the 
provisions thereof; and to repeal Sections 549,
550, 551, 552, 553, 554, 555, 556 and 557 of 
the Compiled Laws of North Dakota for the 
year 1913 and all other acts or parts of acts 
in conflict therewith.
Be it Enacted by the Legislative Assembly of the 
State of North Dakota:
Section 1. Within thirty days after the passage 
of this act, the Governor of the State shall appoint 
a Board of three certified public accountants, 
which board shall be known as the State Board of 
Accountancy.
Section 2. The members of such Board shall 
hold office for three years or until their successors 
are appointed and have qualified, except that for 
the members first appointed under the act, one 
shall hold office for one year, one for two years 
and one for three years. The term of office for 
each shall be designated at the time of his ap­
pointment. Thereafter one member shall be ap­
pointed for the full term.
Section 3. The board shall organize by the elec­
tion of one of its members as president, one mem­
ber as secretary and one as treasurer, provided, 
however, that the office of secretary and treas­
urer may be held by one person.
Section 4. The board shall keep a complete rec­
ord of all its proceedings and shall present an­
nually to the Governor a detailed statement of the 
receipts and disbursements of said board during 
the preceding year, with a statement of its acts 
and proceedings and such recommendations as 
said board may deem proper.
Section 5. The board shall be authorized:
(a ) To administer oaths to all applicants or 
persons appearing before the board in respect to 
investigations, examinations or the issuance of C. 
P. A. certificates;
(b) To conduct investigations and examinations 
and issue certificates to properly qualified account­
ants;
(c) To determine the qualifications of all ap­
plicants;
(d) To establish such rules and regulations as 
may be requisite properly to carry out the purposes 
of this act and maintain a high standard of in­
tegrity, education and proficiency among the hold­
ers of C. P. A. certificates.
Section 6. W ritten examinations of applicants 
shall be held as often as may be necessary in the 
opinion of the board, and at such times and places 
as it may designate, but not less than one in each 
calendar year.
If five or more persons apply for examinations, 
the board shall hold an examination for such ap­
plicants. Examinations may be both oral and 
written, at the discretion of the board.
Section 7. The written examination shall at least 
cover four general subjects, with a minimum time 
allowance, as follows:
(a ) Theory of Accounts, 3 hours.
(b) Practical Auditing, 6 hours.
(c) Auditing, 3 hours.
(d) Commercial Law, 3 hours.
and such other subjects as may be required by the 
Board. Seventy-five per cent shall be required in 
each subject.
Section 8. Any citizen of the United States, or 
one who in good faith has declared his intention 
of becoming such citizen (in which case he may 
become a citizen within one year after the time 
allowed by law or the certificate shall be revoked 
by the board), being a bona fide citizen of North 
Dakota, over the age of twenty-one years, of good, 
moral character, a graduate of a high school of 
recognized standing with a four year course, or 
possessing an education fully equivalent thereto, 
who has had at least three years accounting ex­
perience, two of which shall have been in public 
practice on his own account or in the office of a  
Certified Public Accountant in active practice, or 
who has completed a course of not less than two 
years in Accountancy in some state institution or 
some other school of recognized standing, and has 
passed a satisfactory examination (unless otherwise 
exempt from such examination as herein provided), 
shall receive a certificate of his qualifications 
to practice as a Certified Public Accountant. And 
it shall be unlawful for any person or partnership, 
all of the members of which have not received such 
a certificate, or a corporation to assume such title 
or the abbreviations, C. P. A., C. A., or any other 
words, letters or abbreviations, tending to indicate 
that the person, firm or corporation so using the 
name is a Certified Public Accountant without 
first having received said certificate. All certifi­
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cates to practice as a certified accountant in North 
Dakota heretofore issued and in force and effect 
under the existing laws of this state shall remain  
in full force unless revoked in manner by this 
act provided.
Section 9. The board may, in its discretion, upon 
application in writing, waive the examination of 
and issue a certificate to any non-resident Certi­
fied Public Accountant, who has the qualifications 
other than residence in North Dakota required by 
this act and the rules of the board, provided that 
such person shall submit to the board such evi­
dence as to qualifications as may be required by 
and be satisfactory to the board, who for not less 
than three years has had the degree of Certified 
Public Accountant issued by or under the author­
ity of another state, provided that the standards 
prescribed by law and the rules of the board are, 
in the opinion of the board, fully equivalent to the 
standards maintained in this state. If, for any 
reason, the certificates of original issue be revoked 
or cancelled, the board of accountancy of this state 
shall forthwith revoke and cancel the certificate 
issued to such person in accordance with this sec­
tion.
Section 10. The board shall have the power to 
revoke any certificates then in force.
(a ) If the holder thereof shall have been con­
victed of a felony;
(b) If he shall be found guilty of conduct in­
volving moral turpitude;
(c) For fraud or misrepresentation in applica­
tion for certificate or in the examination thereof:
(d) For failure on the part of the applicant, 
who at the time of issue of certificate is not a 
citizen of the United States, to qualify in accord­
ance with the provisions of section 8 of this act.
No certificate shall be revoked except after a 
hearing thereon and by a m ajority of the board. 
The Attorney General of the State or an attorney  
designated by him shall attend and act as the legal 
advisor of the board. W ritten notice of such pro­
posed hearing shall be mailed to the holder of 
such certificate at his last known address at least 
twenty (2 0 ) days before the date thereof, stating  
the basis for such proposed action or revocation, 
and appointing a time and place for such hearing. 
At such hearing the board shall have the power 
to  compel the attendance of witnesses, to adminis­
ter oaths, and to examine witnesses under oath.
The board shall keep a complete record of all 
proceedings with respect to the revocation of any 
certificates.
Section 11. Each applicant for examination 
shall pay to the board a fee of twenty-five dollars 
($ 2 5 .0 0 ) at the time of filing his application. In 
no case shall such fee be returned. If the appli­
cant fails to pass the examination, he shall be en­
titled to take another examination within one 
year, at any time at which there are other appli­
cants to be examined, provided he has failed in 
the first instance in not more than one-half of the 
subjects covered by the examination.
Section 12. The members of the board, to be 
appointed under this act, shall be paid their neces­
sary traveling expenses while in the pursuance of 
the duties imposed upon them by this act.
Section 13. From  the fees collected, the board 
shall pay all expenses incident to the examinations 
to be held under this act, the expenses of prepar­
ing and issuing certificates, the traveling expenses 
of examiners while performing their duties under 
this act, stationery, printing, clerk hire, and inci­
dental office expenses, provided that no expense 
incurred under this act shall be a charge against 
the funds of the state.
Section 14. (a ) Any Certified Public Account­
ant who shall be found guilty of falsifying a re­
port, statement, investigation or audit shall be 
deemed guilty of a misdemeanor, and upon convic­
tion thereof shall be punished by a fine of not 
less than one hundred dollars ($ 1 0 0 .0 0 ) or more 
than five hundred dollars ($ 5 0 0 .0 0 ) , or by im­
prisonment for a period of not exceeding six 
months, or by both such fine and imprisonment, in 
the discretion of the court.
(b) Any person representing himself or herself 
to the public as having received a certificate as a 
Certified Public Accountant, as provided in this 
act, or who shall assume to practice as a certified 
public accountant, without first having received 
such certificate, or if any person having received 
such certificate, shall hereafter lose the same by 
revocation, as provided for in this act, and shall 
continue to practice as a Certified Public Ac­
countant, or use such title or any other title men­
tioned in Section Eight ( 8 )  of this act, or if any 
person shall violate any of the provisions of this 
act, such persons shall be guilty of a misde­
meanor and upon conviction thereof shall be pun­
ished by a fine of not less than fifty dollars, ($5 0 )  
and not exceeding three hundred dollars ($ 3 0 0 ) 
or by imprisonment for a period of not to exceed 
ninety days or by both such fine and imprison­
ment, in the discretion of the court.
Section 15. (Repeal.) That Sections 549, 550,
551, 552, 553, 554, 555, 556 and 557 of the 
Compiled Laws of North Dakota for the year 
1913 and all acts or parts of acts in conflict with 
this act are hereby repealed.
Section 16. (Em ergency.) W hereas an emer­
gency exists in that the present accountancy law 
contains no provision for penalty for its infrac­
tions, and under the decision of the North Da­
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kota Supreme Court no protection is now given to 
the public or those holding a C. P. A. certificate 
issued by the State Board of Accountancy, it is 
hereby declared that this act shall take effect 
upon its pasage and approval.
Approved March 7th, 1925.
ANNOUNCEMENTS
Abraham Rappaport, C. P. A., Harry 
Becker, C. P. A., and Emanuel M. Edelson,
C. P. A. and attorney at law, have formed a 
partnership under the firm name of Rappa­
port, Becker and Edelson. After May 1, 
1925, the firm will be located at 1440 Broad­
way, New York City.
Conrad Sauer, Jr., C. P. A., formerly of 67 
Wall Street, New York City, is now located 
at 1910 American Trust Building, Birming­
ham, Ala.
S. Erwin Requa, C. P. A., is now located at 
120 Broadway, Room 3321, New York City.
Edward R. Burt & Company announce the 
removal of their offices to 15-17 Market 
Street, Newark, N. J.
Schoolar, Bird & Company announce the 
removal of their offices to 510-11-12 Santa Fe 
Building, Dallas, Tex.
J. A. Stiver, C. P. A., formerly of Manila, 
P. I., is now located in Briggsdale, Ohio, 
Care of Victor A. Stiver.
Cumming & Walton announce the removal 
of their offices to the tenth floor of the Fulton 
Building, Pittsburgh, Pa.
Harry P. Baumann, C. P. A., is now located 
in Room 1886 Continental & Commercial 
Bank Bldg., 208 So. La Salle Street, Chicago, 
Illinois.
James F. White, C. P. A., and W. Wallace 
Gibson, C. P. A., announce the formation of 
a partnership under the firm name of James
Frederick White & Co., Certified Public Ac­
countants, Canadian Pacific Building, 342 
Madison Avenue, New York City.
Peat, Marwick, Mitchell & Co., Account­
ants and Auditors, announce that they have 
opened a branch office in Cleveland, Ohio, in 
the Union Trust Building. The office will be 
under the management of Mr. Albert F. 
Elkins.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
MEMBERSHIP OF THE AMERICAN 
SOCIETY
(C o n tin u e d  fro m  th e  M a rch  is s u e )   
(M e m b e rs  re co rd e d  fro m  F e b r u a r y  26 th  to  M a rch  3 0 th , 
in c lu s iv e )
William E. Tierney, 76 Coolidge Street, 
Lawrence, Mass. 
Arthur Lee Baldwin, 1637 South Logan 
Street, Denver, Colo.
Charles O. Hall, 1110-11 Fidelity Building, 
Baltimore, Md.
Wilbur Lewis Cottom, 513 Provident Bank 
Building, Cincinnati, Ohio.
Paul R. Goering, Provident Bank Building, 
Cincinnati, Ohio.
Walter Edward Leary, 7 Silver Street, 
Taunton, Mass.
Ludwig Herrmann, 400 North Maple Ave­
nue, East Orange, N. J.
Sigmund Ehrlich, 412 Maryland Building, 
Washington, D. C.
James H. Rindfleisch, 3224 West Franklin 
Street, Richmond, Va.
Mansel S. Carneiro, P. O. Box 537, San 
Antonio, Tex.
Joseph M. Pollay, P. O. Box 27, Copley 
Square, Boston, Mass.
Hubert Stanwood Brooks, 39 Main Street, 
St. Johnsbury, Vt.
Theodore E. Stark, 1028 Metropolitan 
Bank Building, Minneapolis, Minn.
Leonard E. Schneck, 413 Canal-Commercial 
Building, New Orleans, La.
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Homer N. Sweet, 261 Franklin Street, Bos­
ton, Mass.
Arthur F. Whitman, 136 Boylston Street, 
Boston, Mass.
Leo Malat, 9 East Forthy-sixth Street, 
New York City.
William Beauford Jones, 1009 Carondelet 
Building, New Orleans, La.
Theodore T. Christmas, 165 Broadway, 
New York City.
Albert H. Lawson, 961 Park Square Build­
ing, Boston, Mass.
William Wayne Furnell, Box 1037, Bartles­
ville, Okla.
Morris Thall, 58 Hallack Street, New 
Haven, Conn.
Louis Perlysky, 983 Main Street, Hart­
ford, Conn.
Joseph Bernard Cohan, Slater Building, 
Worcester, Mass.
Elmore B. Hauch, 1421 Carondelet Build­
ing, New Orleans, La.
William P. Cosgrove, Route J, Box 106, 
Indianapolis, Ind.
Frank M. Speakman, 548 Bourse Building, 
Philadelphia, Pa.
James J. Bums, 548 Bourse Building, Phil­
adelphia, Pa.
Fred E. Swartz, 548 Bourse Building, Phil­
adelphia, Pa.
Whitney B. Sanders, P. O. Building, Beth­
lehem, Pa.
Charles C. Carson, 405 Fruit Trade Build­
ing, Philadelphia, Pa.
James Rose, 604 Traders Bank Building, 
Scranton, Pa.
Walter Mucklow, 420 Peninsular Casualty 
Building, Jacksonville, Fla.
I. Franklin Howard, 1601 Packard Build­
ing, Philadelphia, Pa.
Wm. T. S. Showacre, 1601 Packard Build­
ing, Philadelphia, Pa.
George A. Anderson, Aberdeen, S. Dak.
John H. Worman, 21 Pettit Building, Stutt­
gart, Ark.
G. E. Conner, Corbett Building, Portland, 
Oreg.
Henry Edward Nettles, 311 Giddens Lane 
Building, Shreveport, La.
Edward J. Pelikan, 3317 West North Ave­
nue, Chicago, Ill.
Joseph W. Boyle, 6609 Washington Ave­
nue, St. Louis, Mo.
Powhatan Wyndham Robertson, 906 Singer 
Building, New York City.
James Oakley Peavey, 1125 Dorothy Place, 
Memphis, Tenn.
Turner S. Underwood, 314 West Eighteenth 
Street, Pueblo, Colo.
Lester G. Hawkins, 164 Federal Street, 
Boston, Mass.
Howard C. Nern, 627 Juliana Street, Park­
ersburg, W. Va.
Benjamin Goldenberg, 1117 Widener Build­
ing, Philadelphia, Pa.
Cecil L. Hall, 723 Provident Bank Building, 
Cincinnati, Ohio
Roy George Rom, 1023 St. Paul Avenue, 
Milwaukee, Wis.
Ernest W. Ludlow, 330 North Central Ave­
nue, Rockford, Ill.
Francis Lucian Tuck, 36 S Street N. W., 
Washington, D. C.
L. Gluick, 55 Liberty Street, New York 
City.
William J. Blair, 506 Allston Road, Upper 
Darby P. O., Brookline, Pa.
Homer E. Lewis, 2401 Union Central Build­
ing, Cincinnati, Ohio.
Harold A. Kluge, 2111 Packard Building, 
Philadelphia, Pa.
James A. Winn, 604 Woodside Building, 
Greenville, S. C.
Francis A. MacGowan, 2510 East Johnson 
Street, Madison, Wis.
Arthur W. Hauge, 532 Security Building, 
Minneapolis, Minn.
Hymen Bayard, 7 Central Square, Lynn, 
Mass.
Benjamin Selsberg, 7 Central Square, 
Lynn, Mass.
Adolph F. Schumacher, 129 Market Street, 
Paterson, N. J.
Chester A. Jordan, 810 Fidelity Building, 
Portland, Me.
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William A. Hauptman, James Building, 
Columbus, Ohio.
Francis M. McMahon, First National Bank 
Building, Denver, Colo.
Edward Raphael, 750 Main Street, Hart­
ford, Conn.
Harry Jacobs, 750 Main Street, Hartford, 
Conn.
Samuel W. Brown, 303 Goundry Street, 
North Tonawanda, N. Y.
Charles Osborn Passmore, 208 South La 
Salle Street, Chicago, Ill.
William R . A. Ballingall, 431 Drexel Build­
ing, Philadelphia, Pa.
Richard M. Millett, 812-813 Chapman 
Building, Portland, Me.
Amos D. Albee, 53 State Street, Rooms 
629-30, Boston, Mass.
Herbert H. Albee, 53 State Street, Rooms 
629-30, Boston, Mass.
William L. Yeager, 605 Investment Build­
ing, Washington, D. C.
J .  E. Beatty, 1111 Union Bank Building, 
Huntington, W. Va.
Walter D. Wall, 44 West Gay Street, Co­
lumbus, Ohio.
Malachy J. Roddy, 215 Securities Building, 
Billings, Mont.
Anton Gerharz, 215 Securities Building, 
B illings, Mont.
Edward Roseman, 2414 East Baltimore 
Street, Baltimore, Md.
F. Scott Kitson, P. O. Box 637, Lynch­
burg, Va.
W. L. McFarland, 709 Independent Life 
Building, Nashville, Tenn.
Roger K. Nevius, 205 Landsdowne Road, 
L lanerch, Upper Darby, Pa.
L Russell Bush, 1215 South Fifty-seventh 
Street, Philadelphia, Pa.
Thomas M. Elcock, 80 Federal Street, Bos­
ton, Mass.
Miles L. Wyman, 1648 Penobscot Building, 
Detroit, Mich.
Adolph F. Winter, P. O. Box 572, Savan­
nah, Ga.
John W. Alexander, 621 Hippodrome Build­
ing, Cleveland, Ohio.
Clarence L. Stone, 1811 Bigelow Avenue 
North, Seattle, Wash.
B. G. Brooker, 85 Court Street, Boston, 
Mass.
Emma G. Lunt, 64 Pinckney, Boston, Mass. 
Edward W. Wotipka, First National Bank 
Building, El Paso, Tex.
Ellen Libby Eastman, Sanford, Me. 
Menahem Stim, 1 Madison Avenue, New 
York City.
Donald P. Fleming, Parkersburg, W. Va.
(C o n tin u e d  in  o u r n e x t  Is s u e .)
ONCE UPON A TIME
Everybody drank from the same glass in the 
railway coach.
A roller towel in the hotel washroom accommo­
dated all comers.
Thousands of people died every year from ty­
phoid fever.
The health officer’s chief job was to inspect alleys 
and back yards for garbage and dead animals, and 
order chloride of calcium scattered about.
The State board of health existed principally for 
the purpose of examining and licensing physicians.
There were flies in every dining room.
Nobody thought of registering a birth anywhere 
but in the family Bible.
No one took a bath until Saturday night.
Lots of people thought that wearing assafoetida 
would prevent smallpox and diphtheria.
Red flannel underclothes were all the rage.
Consumption was an incurable disease and folks 
who had it were advised to drink a great deal of 
whiskey or to go West, or both.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
I . T . I . The only full INDEX to every 
official authority on federal in­
come taxes— locates instantly 
Laws, Regulations, Rulings, 
T. D.’s, Court Cases, and Decis­
ions of Board of Tax Appeals.
Small initial cost— nominal 
for upkeep.
Income Tax Index Service, Inc.
9-15 Clinton St.
I .  T .  I . Newark, New Jersey.
A Law Course Which Will Help 
You Pass the Bar Examination
Here is a method of spare-time law instruction 
especially prepared for busy business 
and professional men
SCATTERED throughout the country today there is a splendid array of lawyers whose training and education were received outside of the 
class room.
Some of these men studied in lawyer’s offices, 
while others, like Abraham Lincoln, obtained their 
training in such manner as they could from what­
ever books they were able to obtain.
During recent years, however, these methods 
have become obsolete for business and professional 
men employed where residence study is im practi­
cable, and have been supplanted by the extension 
law course and service conducted by Blackstone 
Institute, Inc.
The Leading Non-Resident Law School
B la c k s t o n e  I n s t i tu te ,  In c ., is  c h a r te r e d  a s  a n  e d u c a ­
t io n a l  in s t i tu t io n  u n d e r th e  la w s  o f  th e  S t a te  o f  I l l i ­
n o is  an d  is  a u th o r iz e d  to  g iv e  n o n -r e s id e n t  la w  in ­
s t r u c t io n  an d  to  c o n f e r  th e  L L . B . d e g re e  up on i t s  
g r a d u a te s .
T h e  c o u rs e  o f  t r a in in g  is  co m p le te . I t  g iv e s  su ffi­
c ie n t  in s tr u c t io n  in  la w  to  p a s s  th e  le g a l  e x a m in a tio n  
f o r  th e  b a r  in  a n y  s ta te ,  an d  y e t  th e  w h o le  p ro g ra m  
is  so  s h o r t  an d  c o n c is e  t h a t  i t  c a n  b e  stu d ie d  in  s p a r e  
tim e  w ith o u t a n y  in te r r u p t io n  in  th e  d a ily  b u s in e s s  
sch e d u le .
Prepared by Leading Authorities
T h e  B la c k s t o n e  c o u rs e  is  th e  p ro d u c t o f  80 o f  th e  
m o s t e m in e n t le g a l  a u th o r it ie s  in  th e  U n te d  S ta te s .  
In c lu d e d  in  th e  l i s t  o f  a u th o r s  a r e  C h ie f  J u s t i c e  W i l ­
l ia m  H o w a rd  T a f t  an d  A s s o c ia te  J u s t i c e  G e o rg e  S u th ­
e r la n d  o f th e  U n ite d  S t a te s  S u p rem e C o u rt, an d  th e  
d e a n s  o f  e ig h t  o f  th e  le a d in g  r e s id e n t  la w  s c h o o ls  o f 
th e  c o u n try .
O th e r  c o n tr ib u to r s  to  th e  c o u rs e  a r e  fro m  c o lle g e s  
an d  u n iv e r s it ie s  w h ic h  a r e  m e m b e rs  o f  th e  A m e r ic a n  
A s s o c ia t io n  o f  L a w  S ch o o ls .
Complete Law library
T h e  b a s is  o f th e  c o u rs e  is  a  b ig , h a n d so m e 25- 
v o lu m e la w  l ib r a r y ,  M odern A m erican  L aw , c ite d  a s  
“M. A. L . "  T h is  e n t ir e  s e t  c o m p le te  is  fu rn is h e d  to  
th e  s tu d e n t a t  th e  tim e  o f e n ro llm e n t.
T h is  l a w  l ib r a r y  is  to  b e fo u n d  in th e  h o m e s  an d  
o ffices o f  th e  le a d in g  la w y e r s  an d  ju d g e s  o f  th e  c o u n ­
tr y . T h e  m a jo r i t y  o f  s t a t e  su p rem e c o u r ts  an d  th e  
U n ite d  S t a te s  D is t r ic t  C o u rt h a v e  c ite d  th e  w o rk . 
T h is  re c o g n it io n  h a s  n o t b een  e x te n d e d  to  a n y  o th e r  
n on  r e s id e n t  la w  sch o o l.
M. A. L . in Use at the Universities
C e r ta in  o f th e  t r e a t i s e s  and  c o lle c t io n  o f c a s e s  fro m  
M odern A m erican  Law  h a v e  b een  s e le c te d  fo r  c la s s  
ro o m  u se  a t  su ch  le a d in g  c o lle g e s  an d  u n iv e r s it ie s  a s  
C o rn e ll U n iv e r s ity , B o s to n  U n iv e r s ity , U n iv e r s ity  o f  
C h ica g o , U n iv e r s ity  o f  I l l in o is ,  U n iv e r s ity  o f K a n s a s , 
U n iv e r s ity  o f  F lo r id a , A lb a n y  L a w  S ch o o l, C h ica g o  
L a w  S ch o o l, D r a k e  U n iv e r s ity , M a rq u e tte  U n iv e r s ity , 
an d  m a n y  o th e rs .
Other Attractive Features
T h e  s tu d y  o f th e  te x t  an d  e a s e  b o o k s  w h ic h  m a k e  
up th is  la w  l ib r a r y  is  d ir e c te d  by  a  s e r ie s  o f  le sso n  
a s ig n m e n ts  m a ile d  a t  r e g u la r  in t e r v a ls  th ro u g h o u t 
th e  c o u rse . P ro b le m s  a r e  p ro v id ed  g iv in g  th e  s t u ­
d e n t a  c h a n c e  to  w o rk  o u t th e  s o lu t io n s  an d  su b m it 
th e m  to  th e  I n s t i tu te  fo r  c o r r e c t io n  an d  g r a d in g .
T h e s e  p ro b le m s  h a v e  b een  p repaired  by  fo r m e r  b a r  
e x a m in e r s  and a r e  ty p ic a l  o f  th e  q u e s t io n s  a s k e d  in  
b a r  e x a m in a tio n s . In  fa c t ,  in  so m e s t a te s ,  th e  b a r  
e x a m in e r s  h a v e  a sk e d  fo r  p e r m is s io n  to  u s e  th e s e 
p ro b le m s  in  th e ir  e x a m in a tio n s .
U n lim ite d  c o n s u lt in g  s e r v ic e  is  g iv e n  b y  th e  I n s t i ­
t u te ’s e d u c a tio n a l s ta f f  up on a n y  m a t t e r s  a r i s in g  fro m  
th e  s tu d y  o f  th e  co u rse . In s tr u c t io n  in  t h e  la w s  o f  
y o u r ow n  s t a t e  is  a ls o  g iv e n  up on r e q u e s t .
Moderate Tuition
T h e  tu itio n  fe e  fo r  th e  c o u rs e  an d  s e r v ic e  is  v e ry  
m o d e ra te  and  c o v e r s  th e  c o s t  o f a l l  m a te r ia l  an d  
s e r v ic e . T h e r e  a r e  no e x t r a  c h a r g e s  o f  a n y  k in d . 
L ib e r a l  d e fe r re d  p a y m e n ts  a r e  a llo w e d .
Bar Examination Guarantee
T h e  I n s t i t u t e ’s re co r d s  sh o w  t h a t  95 p e r  c e n t  o f  a l l  
i t s  s tu d e n ts  w h o s i t  fo r  th e  b a r  e x a m in a tio n  p a s s  
s u c c e s s f u lly  a t  th e  f ir s t  a tte m p t. T h o s e  w h o  do n o t  
w in  o u t a r e  g iv e n  a d d itio n a l c o a c h in g  w ith o u t  e x tr a ­
c h a r g e  u n ti l  th e y  a r e  s u c c e s s fu l.
Write for Details
T h e  c o m p le te  s to r y  o f  th e  B la c k s t o n e  L.egal T r a in ­
in g  C o u rse  an d  S e rv ic e  is  g iv e n  in  a n  a t t r a c t iv e  128- 
p a g e  b o o k , T h e Law  T ra in ed  Mam. A  copy w il l  b e  
s e n t  f r e e  upon re q u e s t .
A n e x a m in a tio n  o f  th is  b o o k  w il l  sh o w  im m e d ia te ly  
th a t  B la c k s t o n e  In s t i tu te ,  In c ., g iv e s  n o t o n ly  w ell— 
organized  in s tr u c t io n  b u t in te re s tin g  in s tr u c t io n  a s  
w e ll. A nd th e  e n tir e  p la n  is  la id  o u t on su ch  a  s y s ­
te m a t ic  b a s is  t h a t  a n  a v e r a g e  o f  t h i r t y  m in u te s  a  
d ay  w ill e n a b le  y o u  to  k e e p  th e  s tu d y  s ch e d u le  u p - 
to -d a te .
U se  th e  cou p on  b e lo w  in  a s k in g  fo r  y o u r co p y  o f 
T h e  L aw -T ra in ed  M an, o r i f  y o u  p r e fe r ,  se n d  a  post 
ca rd  re q u e s t . R e m e m b e r , th e r e  is  a b s o lu te ly  no o b l i ­
g a t io n . A d d re ss  D ep t. 362, B la c k s t o n e  I n s t i tu te ,  In c ., 
4753 G ra n d  B o u le v a rd , C h ica g o , I l l .
-----------------------------------------------------------------
 Blackstone Institute, Inc.
Dept. 362, 4753 Grand Blvd., Chicago, Ill.
 Please send me by mail and without obliga-
tion a copy of your 128-page book. The Law  
Trained-Man and details of your law course and
 service.
  Name .............. ................................ ........................................
| P o s itio n ...................................................................................
 Business
 Address ......................................................... .........................
City ................................. State
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M EN TIO N  T H E  C E R T I F I E D  P U B L IC  ACCO U N TA N T
The Office Equipment Industry
N ow  Offers Its  Cooperative Catalogue
- to help Accountants serve their clients -
“T h ere  a re  m any adding m a­
ch in es m ade. W hich  one b e st 
fits  m y c lie n ts ’ needs?”
“Can’t  w e find a  b e tte r  system  
to r  k eep in g  Jo n e s ’ co st re c ­
ords? "
“W h a t k ind  of a  filing  cab in et 
does Sm ith  need and w ho m akes 
i t ? ”
T h ese  a re  everyd ay qu estions. 
W hen  th ey  a r ise  th e  a v era g e  
a cco u n ta n t is  in  a  quandary.
W ritin g  to  a ll  th e  m ak e rs  h e 
can  th in k  of involves bo th  in ­
conven ien ce and delay. T ru st­
in g  to  m eag er ca ta lo g u e  files or 
th e  advice o f fr ien d s o ften  
m eans inco m p lete  in fo rm atio n .
I N a spirit of service to those ac- 
countants whose business it is to 
recommend efficient methods of 
handling business routine, the lead­
ing office equipment manufacturers 
have co-operated to produce Office 
Equipment Catalogue.
Not a catalogue, really, in the ac­
cepted sense of the term. For a  
cooperative catalogue is not pri­
marily sales literature. 
sincere effort to picture 
and elucidate clearly— 
in condensed form— 
the many different 
types of Devices, Sup­
It is a
plies, Equipment and Services that 
contribute to modern office effici­
ency, and the better systems that 
can be effected through their ap­
plication.
A c c o u n ta n ts  w ho re ce iv e d  th e  F i r s t  
E d it io n  la s t  y e a r  w ill  u n d o u b ted ly  
d e s ire  to  k eep  th e ir  l ib r a r y  up to 
d a te . E a c h  su c c e e d in g  e d itio n  co m ­
p le m e n ts  th e  is su e s  th a t  h a v e  p r e ­
ced ed  it. T h o s e  w h o re ce iv e d  fr e e  
c o p ie s  o f  th e  F i r s t  E d it io n  w il l  n o t 
r e c e iv e  a  n ew  C a ta lo g u e , fr e e , fo r  
five y e a r s  in  a c c o r d a n c e  w ith  ou r 
p la n  o f  d is tr ib u tio n .
T h e  C A T A L O G U E  is  s ta n d a rd iz e d  
a s  to  s ty le . A ll  g e n e r a l  c la im s , e x ­
a g g e r a te d  s ta te m e n ts  an d  d isp la y  
m a te r ia l  a r e  exclu d ed . A  c o m p le te  
c la s s if ie d  d ir e c to r y  a n d  in d e x  o f 
p ro d u c ts  is in clu d ed . B o u n d  in to  
o n e  h an d y  v o lu m e f o r  c o n v e n ie n t 
r e fe r e n c e , O ffice E q u ip m e n t, C a ta ­
lo g u e  is  a  h u g e  f ile  o f  in d iv id u a l 
c a ta lo g u e s , a b s tr a c te d , in d exed  
a n d  a sse m b le d  w ith in  th e  c o v e r s  
o f  a  s in g le  b o o k .
H e re , f o r  i n s ta n c e , you  w ill  
find a  c o n c is e  d e s cr ip tio n  o f  th e  
d if fe r e n t  ty p e s  o f  v is ib le  ca rd  
re c o rd s  an d  th e  a d v a n ta g e s  ea ch  
ca n  o ffe r  to  th e  p ro b lem  
in  h an d . In  a n o th e r  
s e c t io n  you  w ill  find a c ­
co u n tin g  m a ch in e s , or 
f i l in g  e q u ip m e n t o r 
lo o se  l e a f  d e v ices . And
e v e ry  s ta te m e n t  is a u t h o r i ta t iv e —  
w r it te n  by  th e  m a n u fa c tu r e r  a n d 
e d ite d  b y  a  c o m m itte e  a p p o in ted  
b y  th e  N a tio n a l A s s o c ia t io n  o f 
O f f i c e A p p lia n ce  M a n u fa c tu re r s . 
E v e n  a  s e c t io n  o f b u s in e s s  b o o k s  
an d  p u b lic a tio n s  h a s  b een  added.
In  i ts  a t t r a c t iv e  le a th e r o id  b in d ­
in g , O ffice E q u ip m e n t C a ta lo g u e  can  
b eco m e y o u r  p e r m a n e n t r e fe r e n c e  
w o rk  on  office e q u ip m e n t an d  s y s ­
te m s . T h e  cou p on  w ill  b r in g  y o u r 
co p y  o f  th e  e n la rg e d  S e co n d  E d itio n . 
E x a m in e  i t  c a r e fu lly . I f  i t  w ill 
p e r fo rm  th e  s e r v ic e  fo r  w h ic h  i t  w a s 
in ten d e d , r e m it  th e  p ro d u ctio n  c o s t  
o f  $3.00. O th e rw is e  r e tu r n  i t  a t  o u r 
e x p en se .
Send this Coupon
A cooperative undertaking sponsored by the 
National Association o f Office Appliance Manufacturers 
Office Equipm ent Catalogue, In c .
21 E a s t  H u ro n  S t .
Chicago, Ill.
Gentlemen: P lease send me the new Second 
Edition of Office Equipment Catalogue. If it 
is completely satisfactory I will rem it the pro­
duction cost of S3.00 within five days. Other­
wise I will return it at your expense.
Name ......................
Position
Firm  Name ...........
Line of Business 
Address ..................
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Commerce Clearing House
ANNOUNCES THE NEW
U. S. BOARD OF TAX APPEALS
AND
FEDERAL COURT SERVICE
INCOME AND ESTATE TAX CASES.
In order to fully comply with the requirements and demands of those 
practicing in the field of Income Taxes, this Service consists of
W H E N  A N SW E R IN G  AD V E R T ISE M E N T S MENTION TH E C E R T IF IE D  P U B L IC  ACCOUNTANT
Docket and Calendar.
Abstracts of Petitions, 
including statement of 
facts and assignment of 
errors.
Abstract of Answers made 
by the Commissioner.
Notation of Briefs, 
Motions, Orders, Etc.
Finding of Facts.
Decision of Court.
Practice and Pro­
cedure Information.
Copy of all Documents 
at Syndicated Cost.
Routine Information and 
Service covering your 
specific cases without 
additional cost.
Transcript of Evidence 
at Syndicated Cost.
No CERTIFIED PUBLIC ACCOUNTANT can conscientiously be 
without this new Service
For full information address
COMMERCE CLEARING HOUSE
CHICAGO 
Ill. Merchants’ Bk. Bldg.
WASHINGTON 
806 Un. Tr. Bldg.
NEW YORK 
67 Wall St.
THE CERTIFIED 
PUBLIC ACCOUNTANT
OFFICIAL ORGAN OF THE AMERICAN SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
V O L U M E  IV  
NU M B E R  5
20 C E N T S  T H E  C O P Y  
$2.00 P E R  Y E A R
“To be honest, to be kind, to earn 
a little and to spend a little less, to 
make upon the whole a family hap­
pier for his presence, to renounce 
when that shall be necessary and not 
to be embittered, to keep a few 
friends, but these without capitula­
tion, above all, on the same grim 
condition to keep friends with him­
self, here is a task for all that a man 
has of fortitude and delicacy.”
— Robert Louis Stevenson
DEVOTED TO THE INTERESTS OF THE C. P. A., HIS CLIENT, AND THE PUBLIC WELFARE
MAY, 1925
STANDARD APPRAISALS
Made by Qualified Experts in all lines 
Correspondence Invited.
Standard Appraisal Company
90 John Street, New York
Branches, A ll Principal Cities.
The Certified Public Accountant
The Official Organ of the 
AM ER IC A N  SOCIETY OF C E R T IF IED  
PU B LIC  ACCOUNTANTS
Announces that it w ill accept a limited 
amount of high-grade  
A D V E R T IS IN G  M ATTER
Statement of Circulation and Advertising  
Rates w ill be furnished on application
T H E  CE R T IF IE D  PU B LIC  ACCOUNTANT  
W oodward Building, Washington, D. C.
Headquarters
FOR
Income Tax Legal Publications
W e extend a cordial invitation to all Cer­
tified Public Accountants to use our stock 
of books as part of their library while in 
the city of Washington.
A  few of our useful publications are: 
Holmes’ Federal Income Taxes, 6th
edition, 1925..................................$15.00
Barton & Browning’s Federal In­
come and Estate Tax Laws, Cor­
related and Annotated, 2d ed.,
1925 ...............................................  10.00
Jones’ Law  of Evidence in Civil
Cases, 3d ed., 1924...................... 10.00
Brum baugh’s Legal Reasoning and
Briefing ......................................... 5.00
W rite for quotations on any books you 
may need to complete your library.
JOHN BYRNE & COMPANY
Law  Publishers and Importers 
715 14th St. N. W . Washington, D. C.
One block from U. S. Treasury Building
In answering Advertisement please mention 
The Certified Public Accountant
Just simply hinting about DEWES Printing
Ask Dewes
About Dewco Printing
Dewco printing is that something that makes it just a little different and better than 
ordinary printing— Try it, you won’t be sorry you did. Honest fact is you are letting 
dollars drift away every day you delay.
Our idea is that service brings its own reward, and that if we put thoughtful interest 
in our customers’ needs before the almighty dollar, the dollar will not entirely evade us.
We stand ready to give you the best we have in brain and equipment. No job is too 
insignificant to receive as prompt and careful attention as the more remunerative ones.
Let us S U R P R IS E  Y O U .
A. B. Dewes Printing and Stationery Co.
Direct Mail Advertising, Anything in Stationery, Modern Office Systems
NORTHEAST CORNER 22ND AND PINE STREETS ST. LOUIS, MO.
Is your name on our mailing list to receive “ DEWES TIPS?”
W H E N  A N S W E R IN G  AD VER TISEM ENTS M ENTION TH E  C E R T IF IE D  PU B LIC  ACCOUNTANT
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EDITORIAL
T H E  G R E A T
H. G. Wells, in a recent article in the 
American Magazine outlines the ten great 
discoveries of the human race as he sees 
them during the past million years. The 
first great discovery was that of implements. 
This was followed by the moral taboos, 
speech and fire. These four raised man from 
that of a species of great, manlike apes to a 
real man, though a savage. These four great 
discoveries were followed by the domestica­
tion of animals and the cultivation of the 
soil. The seventh was the subjugation of 
water. The eighth was that of writing, the 
ninth was the abolition of insurmountable 
distances and the realization that the world 
was round, and the tenth was that of money 
and finance. These last two are still in the 
process of development.
The striking fact in respect to these ten 
great discoveries is that they largely repre­
sent the material progress of mankind dur­
ing the long ages. They are the mile-posts 
visible to the human eye. To what extent 
the visible posts only control life is a moot 
question.
Certain it is, however, that progress of 
mankind during the past one million years 
may also be measured by the great spiritual 
discoveries. The first great discovery that 
this writer would list would be that of cour­
age—not courage in the physical sense as 
exemplified by the wild beast, nor reckness- 
ness, which is only fool-hardiness, but rather 
the courage of the stout heart that first en­
abled the “great man-like ape” to lift his 
head above that of other beasts, and to bet­
ter plan for his own physical safety. Un­
like many of the discoveries outlined by Mr. 
Wells, none of these great spiritual discov-
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eries of the unseen have as yet progressed 
very far. Fear has always been a great 
bane of man. Fear has brought super- 
stitution, terror and hate. The last great 
world war has well been laid at the door of 
fear. During the ages, however, courage has 
been constantly and increasingly in the as­
cendancy.
The second great discovery was perhaps 
that of faith. Some call this religion. Until 
man had faith or hope, there was no domesti­
cation of animals or cultivation of soil. Both 
required more than a day’s forward outlook. 
With faith as a basis, the succeeding mate­
rial discoveries have followed each other with 
increasing rapidity.
There may be a difference of opinion as to 
the third discovery. Certainly one of the 
early great discoveries, if not the third, was 
that of regard for others. I am not refer­
ring to the affection of a mother for her 
child, for the maternal instinct appears to be 
rather universally prevalent throughout the 
animal world as well as the human world, 
but rather the regard of man for man. This 
discovery was finally culminated in the com­
mandment of the Great Teacher wherein He 
states that His followers must go so far as 
to love even their enemies. This many of 
us believe was the beginning of true religion; 
certainly all history is divided with the ad­
vent of the Nazarene. What happened be­
fore is “B. C.,” thereafter “A. D.”
With courage, faith, and regard for each 
other, effective civilization was finally 
ushered in. The upward progress of this 
third discovery has been very slow. During 
all the ages up to the present time, man has 
in some parts of the world kept in servitude
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or slavery his fellowman. In Africa, to-day, 
slavery still remains. Even the fathers of 
this country owned and retained human 
slaves.
The fourth great discovery was that of the 
profitableness of service. This discovery on 
any large scale is comparatively new. We 
do not yet accept as a fact that the meek 
shall inherit the earth, that it is better to 
be last than first, and that if we are to save 
our lives we must lose them.
What is the lesson of all this to our pro­
fession? Perhaps this: To the extent that 
we are fearful and distrustful of our fellow 
certified public accountants; to the extent 
that we view with alarm the success of our 
competitor; to the extent that we dread the 
taking over by the trained and educated 
young men, who are entering our profession 
in great numbers, the management of the 
State Boards and State Societies, as well as 
the national societies; to the extent that we 
lack faith in the future of our profession and 
of our accounting organizations; to the ex­
tent that we fail to give of our time to the 
great causes that are uplifting mankind, and 
to the extent that we fail to assist, educate 
and encourage those who are desirous of 
joining our profession, to that extent we are 
living in the age of the dinosaur and the 
pterodactyl;—to the extent that we meet 
our professional problems with confidence; 
to the extent that we view with pleasure the 
professional and financial success of our fel­
low accountants, even our competitors; to the 
extent that we give of our time to the 
agencies which are promoting and advanc­
ing not only our own profession, but man­
kind generally; to the extent that we are 
able to meet the sorrows and difficulties as 
well as the pleasures of life with a strong 
and a stout heart, to that extent we are liv­
ing in the age of the future material great 
discoveries which some successor of Mr. 
Wells will probably write about in the years 
to come.
FRANK WILBUR MAIN.
THE TEST OF A PROFESSION
Assuming certified public accountants 
constitute a professional class (and this is 
a question still being debated), it is unique 
among the professions in that it is in name 
a t  least limited to those who are using the 
knowledge and training represented thereby 
in a public way. A minister is a member of 
his profession, whether he is preaching or 
teaching or assigned to special work. A 
lawyer is a member of his profession, 
whether practicing independently or em­
ployed by a corporation, likewise a doctor 
or engineer. The professional aspect is not 
where a man uses his training and ability 
but rather the fact of the said training.
Whether after all the fathers of the cer­
tified public accounting profession were wise 
and far-thoughted in limiting in name the 
profession which they were creating to pub­
lic accountants, is perhaps a doubtful ques­
tion. Certainly as time goes on an increas­
ingly large number of certified public ac­
countants will leave public practice to take 
up important business positions.
The medical profession has been fortunate 
in that its backers have been devoting large 
amounts to research work. Many of the 
greatest medical discoveries have resulted 
from these research foundations.
In the future successful accountants will 
probably give of their means to pure re­
search work. It is hoped, however, that this 
research work will not be limited to public 
accounting or even to accounting, but that 
these foundations may be allowed to devote 
their efforts also to the study of mathe­
matics, which underlies our profession. Ac­
counting after all is but one branch of the 
mathematics. Astronomy is another branch. 
The physicist likewise uses mathematics.
While mathematics may be an exact sci­
ence, it is certainly not a complete or fin­
ished science. Bertrand Russell, in one of 
his recent books in commenting on atoms, 
calls attention to the fact that while it is 
possible to understand the composition of a
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hydrogen atom, that as the more compli­
cated atoms are studied, it is soon discovered 
that our present knowledge is entirely in­
adequate.
To quote Mr. Russell:
“This (hydrogen atom ) is the easiest case, and 
the only one in which the mathematical difficul­
ties can be solved completely.— All the atoms ex­
cept that of hydrogen present some problems 
which are too difficult for the mathematicians, in 
spite of the fact that they are largely of a kind 
that has been studied ever since the time of New­
ton .”
Likewise, in other branches of mathe­
matics present knowledge is very meager.
In the past, professional accounting 
ethics, if any can be said to exist, have been 
largely built on the perhaps more or less 
worthy premise that the practice of the suc­
cessful and established accountants should 
be protected from the onslaught of the 
aggressive newcomers, who are constantly 
entering the profession. If we are a true 
profession, our ethics will in the future be 
predicated rather upon the idea of adding to 
the sum total of human knowledge. In other 
words, a very true measure of any profes­
sion is the extent to which it enables man­
kind to see less darkly through the glass of 
life.
FRANK WILBUR MAIN.
NEW LAWS
We reprint in this issue the new C. P. A. 
laws for North Carolina and Tennessee. In 
the June issue we will carry a complete sum­
mary of progress made to improve the C. P. 
A. laws, as by that time all the state legisla­
tures will have adjourned.
As we go to press we learn of the sudden 
death of Philip B. Price, Detroit, one of our 
vice presidents. Further reference to this 
sad death will be made in the June issue.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
VISITORS IN WASHINGTON DURING 
THE MONTH OF APRIL
T. F. Campbell, St. Louis, Mo.
Earl G. Teeter, Chicago, Ill.
Horace P. Griffith, Philadelphia, Pa. 
Lincoln G. Kelley, Salt Lake City, Utah. 
Henry J. Miller, New Orleans, La. 
James M. Cumming, Pittsburgh, Pa. 
Parry J. Barnes, Kansas City, Mo. 
Thomas H. Evans, Detroit, Mich.
L. Gluick, New York City.
Louis F. Tanner, Morgantown, W. Va. 
Harry Harper, Minneapolis, Minn. 
Ernest Clayton, Atlanta, Ga.
James A. Winn, Greenville, S. C. 
Eugene M. Berger, Los Angeles, Calif. 
Walter H. Robinson, New York City.
J. Wilbur Yeats, Philadelphia, Pa.
Joel Hunter, Atlanta, Ga.
Edwin L. Pride, Boston, Mass.
W. C. Jackson, Atlanta, Ga.
James F. Welch, Paterson, N. J.
Geo. A. Ruhl, New Orleans, La.
J. R. Mayes, Louisville, Ky.
Irvin W. Imhof, Louisville, Ky.
T. F. Kennedy, Dallas, Tex.
E. C. Gruen, Buffalo, N. Y.
D. B. Saunders, Boston, Mass.
A. C. Upleger, Waco, Tex.
W. D. Whitcomb, Portland, Oreg.
T. S. Forward, Detroit, Mich.
Geo. P. Ellis, Chicago, Ill.
Frank Wilbur Main, Pittsburgh, Pa.  
John F. Horton, Los Angeles, Calif. 
Charles F. Seeger, Atlanta, Ga.
A. Henry Baum, New York City.
Ira W. Rubel, Chicago, Ill.
“Jack  At All Trades.”
“ACCOUNTANT— Expert, accept any position 
from ledger clerk to consulting accountant. Cost 
accounting, manufacturing or otherwise. Would 
make athletic instructor of baseball coach. In­
structor in accountancy and commercial law. 
C a l l .............”
The above W ant Ad appeared in the columns 
of one of our western daily papers.
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Are Income Taxes An Operating Expense?
JAMES E. LAMB, C. P. A., Harrisburg, Pa.
A decision concerning Federal income 
taxes has been handed down by the Superior 
Court of Pennsylvania—No. 5, March term, 
1925—in re City of York vs. The Public 
Service Commission of Pennsylvania, Appel­
lee, and the York Water Company, Interven­
ing Appellee, which will be of interest to ac­
countants, particularly those engaged in pub­
lic utility work.
For several years Public Service Commis­
sions throughout the United States disal­
lowed Federal income taxes as an operating 
expense when calculating the fair return of 
a utility, and in Pennsylvania the fair return 
for public utilities has been fairly well estab­
lished at 7 per cent.
The question of the inclusion of Federal 
income taxes in operating expenses was car­
ried to the United States Supreme Court and 
that court in its decision in re Galveston 
Electric Co. vs. Galveston, 258 U. S. 388, 
April, 1922, held: “That in calculating the 
fair return, it is necessary to deduct from 
gross revenue, the expenses and charges; 
and all taxes which would be payable if a 
fair return were earned are appropriate de­
ductions. There is no difference in this re­
spect between State and Federal taxes, or 
between income taxes and others. But the 
fact that it is the Federal corporate income 
tax for which deduction is made must be 
taken into consideration in determining what 
rate shall be deemed fair. For, under section 
216, the stockholder does not include in the 
income on which the normal Federal tax is 
payable, dividends received from corpora­
tions. This tax exemption is therefore, in 
effect, part of the return on the investment.”
This decision clearly conveys the intent of 
the court. However, following this decision, 
the Public Service Commission of Pennsyl­
vania allowed Federal income taxes as an 
operating expense and continued to permit 
the utilities to earn a return of 7 per cent 
on the fair value of their properties. The
Commission followed this procedure in the 
York Water Company case and the City of 
York appealed on a number of points, includ­
ing the matter of the inclusion of Federal 
income taxes as an operating expense. Re­
ferring to this particular phase of the appeal 
the Superior Court of Pennsylvania said:
“Is the order of the Commission fixing 7 
per cent as a proper rate of return upon the 
fair value of the property of the York Water 
Company reasonable and in conformity with 
law? Federal courts have held that Federal 
income taxes may be included in operating 
expenses. This operates to the relief of the 
stockholders. ‘It enhances their return to 
the extent of the taxes paid, Galveston Elec­
tric Company vs. Galveston, 258 U. S. 388.’ 
If we take the view that 7 per cent was a 
fair return before such taxes were allowed 
as operating expenses and so recognized by 
the Public Service Commission in numerous 
instances, we see no reason why the rate in 
this case should not be reduced so that the 
reduction may equal the amount of the taxes 
included in the operating expenses. It thus 
preserves the amount previously paid to the 
stockholders and what they should now re­
ceive at the same level. We are met with 
the argument that in the Bangor Water Com­
pany vs. Public Service Commission, 82 Pa. 
Superior Court, 48, we allowed 7 per cent; 
at the same time allowed the Federal taxes 
to be included as an operating expense. The 
tax in that case was only two hundred and 
fifty dollars; too small in proportion to the 
amount of the return to any marked degree 
to affect the results. Moreover, the point 
does not seem to have been raised in that 
case and in any event there is no absolute 
rule which compels the rate to be the same 
in every case. There may have been cir­
cumstances in that case which led this court 
to believe that the two hundred and fifty dol­
lar Federal tax paid which would be a return 
in addition to the 7 per cent was all right.
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We think it stands to reason that if without 
the inclusion of the Federal taxes as an op­
erating expense 7 per cent was a reasonable 
return, thereafter, ceteris paribus, the 
amount so paid by the company should be 
considered as entering into the computation 
and should be deducted from the 7 per cent.”
The court ruled that since the Federal in­
come taxes were, in this case, equivalent to 
eight-tenths of 1 per cent, the fair return 
should be 7 per cent less eight-tenths or 6.2 
per cent.
In effect the Superior Court has disallowed 
Federal income taxes as an expense charge­
able to earnings. It is quite likely that at 
some future time this matter will again be 
carried to the higher courts and the develop­
ments will be interesting to Certified Public 
Accountants as well as to public service com­
panies.
STATE BOARD NEWS
Connecticut
The Connecticut State Board of Account­
ancy announces the following succesful can­
didates in the November, 1924, examination: 
Philip Covitt, Bridgeport, Conn.; Meyer 
Bailey, New Haven, Conn.; Clarence L. John­
son, New Haven, Conn.; Simon J. Alderman, 
New Haven, Conn.; John S. Roth, Middle­
town, Conn.; William Z. White, New London,
Conn. ---------
Kentucky
The State Board of Accountancy of Ken­
tucky will hold a C. P. A. Examination at 
the Capitol, Frankfort, Ky., May 26, 27 and 
28, 1925. Applications must be in on or be­
fore May 4, 1925. For further information, 
address B. Bernstein, Treasurer, Inter- 
Southern Building, Louisville, Ky.
Massachusetts
James A. Moyer, Director of the Depart­
ment of Education of the Commonwealth of 
Massachusetts has announced a Problem Re­
view Course in connection with the Univer­
sity Extension in preparation for Certified
Public Accountants’ Examination. This 
course, which was started on April 7, 1925, 
is scheduled to hold weekly meetings at 6 
o’clock in Room 15, State House, Boston. 
The course will be in eight lessons and will 
cover Mergers, Consolidations, Holding Com­
panies, Sinking Funds, Branch House Ac­
counting, Receivership Accounting, Bank­
ruptcy, Executor and Trustee Accounting. 
Charles F. Rittenhouse, C. P. A., is the in­
structor.
The second part of this course, also con­
sisting of eight lessons, will be scheduled 
either to follow immediately the present 
series or to continue in September and Octo­
ber, as may meet the convenience of the class
members. ---------
New York
Since December 31, 1924, certified public 
accountant certificates of New York State 
have been issued on the basis of reciprocity 
to the following accountants who hold the 
certified public accountant certificate of one 
of the states of New Jersey, Pennsylvania 
and Massachusetts:
Baines, Albert G.L. Mannix, Arthur James
Besser, Hyman. Morrison, Francis A.
Grube, Harry A. Spark, Dale M.
Mann, Harvard L.
Ohio
The State Board of Accountancy of Ohio 
announces that 94 candidates sat in the ex­
amination held last October and that 57 of 
these had sat in previous examinations. Of 
the 57 re-examinees 18 passed and 7 of the 
37 who took the first examination passed.
The State Board of Accountancy of Ohio 
announces an examination will be held at 
Columbus, Ohio, on May 19, 20 and 21, 1925.
Washington
Governor Hartley of Washington has just 
appointed a new State Board of Examiners, 
as follows: George V. Whittle, C. P. A., 
Seattle; Jas. M. McConahey, C. P. A., Seattle;
E. C. Daniels, C. P. A., Spokane.
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MONTHLY CALENDAR
The following returns and reports of im­
portance are required by various States of 
corporations as such, during May:
May 1. Alabama.— Pay annual franchise tax.
1. Colorado.— Pay annual license tax.
1. District of Columbia.— Pay second half of 
tax assessed by personal tax appraisers.
1. Indiana.— Foreign corporations file an­
nual report.
1. Kansas.— Express companies file annual 
report.
1. Maine.— Express companies secure annual 
license.
1. Massachusetts.— Insurance companies file 
excise tax return.
1 . Minnesota.— Mining companies pay tax on 
ore mined.
1 . Mississippi.— Inter-insurers and attorney 
in fact file annual report.
Banks file list of stockholders.
Equipment companies file annual return.
1. Missouri.— Foreign insurance companies 
pay annual tax.
1. New Hampshire.— Foreign life insurance 
companies file “gain and loss exhibit.” 
Domestic (stock) insurance companies file 
report of capital.
Savings banks, trust, loan and building 
companies file return.
National banks file report of savings de­
posits.
1. New York.— Insurance companies pay an­
nual tax.
1. North Carolina.— Domestic corporations 
file franchise tax report.
1. Pennsylvania.— Pay mercantile license tax.
1. Texas.— Pay annual franchise tax.
1. Vermont.— Banks file report of unclaimed 
deposits.
1. W isconsin.— Grain and coal storage com­
panies file annual report.
4 . Delaware.— Steam, gas and electric com­
panies file annual statement.
4. Indiana.— Pay first installment of cor­
porate excess tax.
5. New Jersey.— Domestic corporations file
annual franchise tax report.
6. Ohio.—-Banks file annual statement.
10. Massachusetts.— Savings banks and trust 
companies file semi-annual return.
 14. Maine.— Building and loan associations 
pay tax on capital dues.
Foreign banking associations pay excise 
 tax.
15. Indiana.— Domestic corporations file re­
turn of property.
Railroads file annual statements and in­
ventories.
Manufacturing, mining, gravel and plank 
road companies, insurance companies 
and savings banks file annual report.
15. Maine.— Parlor car companies file annual 
report.
15. Missouri.-—Pay franchise tax.
15. Oregon.— Public service corporations file 
annual statement.
Banks file list of stockholders.
20. Kentucky.— File monthly report of oil 
production.
25. Maine.— Savings banks pay semi-annual 
franchise tax.
Trust companies and banks pay tax on de­
posits.
Parlor car companies file return.
25. Massachusetts.— Savings banks, trust com­
panies and savings and insurance banks 
pay semi-annual tax on deposits.
31. District of Columbia.— Pay second half of 
tax assessed by personal tax appraisers.
31. Kansas.— Express companies file annual 
report.
31. Montana.— Pay one-half of tax on real 
estate and gross receipts.
31. Ohio.— Domestic corporations file fran­
chise tax report.
31. Vermont.— Pay tax on interest bearing 
deposits.
The above is taken from the State Corpo­
ration Tax Service, published by Prentice- 
Hall, Inc., 70 Fifth Avenue, New York.
CORRECTION IN DIRECTORY
ARTHUR WRIGHT (N. J .) , 489 Genesee Street, 
Utica, N. Y. Mr. Wright is a C. P. A. of 
the State of New York as well as New 
Jersey and should not have been listed with 
the qualifying abbreviations “ (N. J .) .”
IN MEMORIAM
Edward L. Suffern, of Loomis, Suffern & Fer- 
nald, 50 Broad Street, New York City, died on 
April 13th, 1925.
Mr. Suffern was a C. P. A. of New York and of 
New Jersey and was an outstanding figure in the 
accounting profession. His death is a distinct 
loss to the profession which he has done so much 
to advance.
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The Accountant’s Legal, Moral and 
Financial Responsibility
By RICHARD FITZ GERALD, C. P. A., Lybrand, Ross Bros. & Montgomery, Detroit,
Michigan.
(Delivered at meeting of the Michigan Association
MORAL  RESPONSIBILITY
Morals vs. Law: Civil law is merely a rule 
of action for the guidance of people in their 
relations one with another. The moral law, 
on the other hand, is the internal prompting 
of conscience urging men to do right one by 
another. The civil law is synthetic, built up 
slowly over the ages by man as he advanced 
in his upward struggle from barbarism. The 
moral law is a priori, eternal, and flows from 
a source superior to man. The civil law is in­
variably based on moral law but usually falls 
far short of i t ; in other words, moral respon­
sibility is much higher in degree than legal 
responsibility and society has not yet 
reached the stage of perfection where it is 
willing to adopt the moral code as the basis 
of its relations.
Measure of Service: The individual has an 
absolute right to conduct his affairs and his 
relations within the strict letter of the civil 
law; to accept it as his highest and only code 
of conduct; to give only what the law says 
he must give, and to exact to the last piece 
everything the law says he must have. 
The honor, honesty, liberty of action 
and standing of a person so regulating 
his life may not be questioned; he has 
conformed to the recorded rules of society 
and is entitled to its protection. It is, 
however, a fact, and a healthy indication 
of man’s progress, that those who give only 
what they must and take all that they may 
are barely tolerated. Society is ahead of the 
rules it has written in the books and expects 
more from its members than mere compli­
ance with the civil law. The individual is 
expected to give a fuller measure of service
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than the law requires and society has its own 
way of punishing those who do not live up 
to its expectations. Reducing the matter to its 
most sordid level, the individual who gives 
full measure of service and is willing to ac­
cept full moral responsibility for his acts and 
his goods continues in business and grows 
prosperous. If he lives behind the letter of 
the law and gives only what he must he may 
continue to live but he does not prosper.
Accountancy: To determine the degree of 
responsibility imposed on the profession of 
accountancy by society it is necessary to con­
sider the purposes it serves. The function 
of the legal profession is to aid in regulating 
relations between man and man. This is also 
in a more restricted sense the function of the 
accountancy profession; in fact, accountancy 
is an off-shoot of the legal profession. The 
work that is now done by accountants, in a 
less complex condition of society was, and 
still is in primitive and inaccessible com­
munities done by lawyers. The accountant, 
therefore, is charged with responsibilities 
similar to those imposed on the legal pro­
fession and has both a particular and general 
duty to perform, the former to his client and 
the latter to society in general.
For instance, in the preparation of a cer­
tified balance sheet the accountant is morally 
obligated to consider not alone the interest of 
his client, but that of society in general, and 
must not, by the suppression or glossing 
over of essential facts, take any chance of 
misleading any person to whose hands his 
statements may come. There is a maxim 
of the legal profession: “It is to the interest 
of the State that there be an end to litiga­
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tion.” When it is considered that relations 
entered into with a full knowledge of the 
facts by all the parties seldom end in litiga­
tion it becomes apparent that this maxim 
is also a heritage of our profession.
Moral Responsibility: Morals may not be 
reduced to a mathematical formula. What 
one should do or refrain from doing must 
be governed by a decent human feeling for 
the rights of others, good taste and sound 
judgment. What one must do is in the books 
and I propose to deal with it a little later.
The question of moral responsibility is 
neither new nor peculiarly our problem. It 
was discussed with no mean skill by oriental 
shepherds during the life of the writer of 
the book of Job. Saints and philosophers 
wrote and thought about it and never seemed 
to get anywhere. Their discussions advanced 
in circles, always seeming to begin all over 
again where they ended. The great emperor, 
Marcus Aurelius, wrote of it 2,000 years ago 
in words of universal and lasting application:
“On the occasion of every act ask thyself, How 
is this with respect to me? Shall I repent of it? 
A little time and I am dead, and all is gone. What 
more do I seek, if what I am now doing is the 
work of an intelligent living being, and a social 
being, and one who is under the same law with 
God?”
Profession vs. Business: The man whose 
first object in life is to accumulate wealth 
should not engage in the practice of a pro­
fession. Business is his field and although 
nowadays business does not succeed financi­
ally unless it renders full measure of service, 
the securing of profit is its primary object. 
In the professions a man secures his com­
pensation first through a full measure of 
satisfaction in performing skillfully and hon­
estly the work that he loves. His first feeling 
must be the interest of his client; his per­
sonal interests and advantage must take a 
subordinate position; money compensation 
is merely incidental.
Professions grew up through the desire of 
society to obtain a highly specialized and 
skillful service. To safeguard the public in­
terest in the first place, and in the second 
to guard the honor of the profession, prac­
titioners came together and formulated rules 
of conduct known as codes of ethics.
Legislation: Wherever a profession has at­
tempted, by joint action or through the me­
dium of legislation, to set up barriers or re­
strictions, unless these were solely in the 
public interest, the profession suffered. In 
the case of the medical profession—I am 
quoting from the statements of a famous 
physician—in modern times they allowed to 
fall into abeyance certain of the healing arts, 
such as healing by suggestion, practiced so 
successfully in ancient times. The public, pos­
sessing a true sense of values, sought for 
medical assistance of this kind and found it 
in the parlors of psychoanalysts, chiroprac­
tors and other irregular practitioners. The 
physicians invoked the aid of legislatures 
and courts and sent several of their irregu­
lar competitors to the penitentiaries. How­
ever, the people were not convinced and now 
the medical profession is using successfully 
in their practice all of the healing arts they 
so loudly condemned and so actively en­
deavored to suppress a short time ago. From 
this struggle the medical profession emerged 
with decreased prestige, leaving in the minds 
of the public a feeling of distrust.
The moral to be drawn from this is that 
our profession should not attempt to secure 
legislation ahead of public opinion and we 
should not attempt to drive out of business 
people rendering a service along the lines of 
cost accounting, so-called industrial engi­
neering, etc., until and unless we qualify our­
selves by education, and training to render 
service of this nature. If we at this time 
outlaw those outside of our profession hand­
ling this work the public will find the means 
of punishing us and will walk around our 
artificial restraints to these irregular prac­
titioners.
Education: While, as stated above, the ac­
countancy profession is an off-shoot of the 
legal profession, the public has sought the 
accountant for advice and assistance in a
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much wider field, forcing him on to the 
fringes of engineering, banking and finance, 
and compelling him to rescue from forgotten 
shelves of university libraries dusty works 
on economics written by men cloistered and 
detached from the practical affairs of life.
I do not believe that the education of ac­
countants is keeping pace with their widen­
ing duties and opportunities for service. I 
believe some of us are taking on duties that 
we are not qualified to perform and that our 
failures are resulting, in many instances, to 
the disadvantage of our clients and the dis­
credit of our profession. The courses avail­
able for the training of accountants are not 
sufficiently wide and comprehensive in scope. 
They should include many subjects that are 
now excluded. The standard of preliminary 
education should be raised. The technical 
part of the education should be liberalized 
and more closely supervised by the profes­
sion. The older and more successful mem­
bers of the profession are not doing their 
duty in the matter of training their suc­
cessors. In the legal and medical professions 
it is considered an honor, privilege and high 
mark of professional esteem to be called to 
lecture in the schools of these professions. 
In our profession, an accountancy school is 
fortunate if it is able to secure as a lecturer 
one of the least competent of our seniors.
In the oath taken by those who enter the 
medical profession, known as the Hypocratic 
oath, an obligation is assumed to educate 
those who would aspire to enter that pro­
fession. It would be well for the general 
public and our profession if we all assumed 
and seriously attempted to fullfill such an ob­
ligation.
Obligation to Broaden Our Services: Ac­
countancy is a new profession, but the ac­
countant, as far as he has gone, has played 
his part well. As long as money is the re­
ward and measure of enterprise, and as long 
as achievement continues to be measured by 
any common unit of worth, there will always 
be a place for the art of the accountant. 
Without him the great railroad could not
have stretched out across the trackless prai­
rie; the Standard Oil Company could not 
have reached out to the ends of the earth; 
the tall building could not have climbed into 
the sky; nor could Mr. Ford, with all due 
deference to his opinions, create and continue 
to operate at the Rouge and elsewhere. Our 
profession has, however, reached a crisis. 
Service is being demanded from us that is 
foreign to our experience and training. 
Business is seeking advice and assistance 
along new lines. This country created and 
brought together the greatest aggregations 
of capital the world has ever known. These 
enterprises, up to the present time, have 
been largely pioneering; they are now set­
tling down to an operating basis and are 
seeking intensive and highly scientific man­
agement. They have brought to perfection 
in the application to their enterprises the 
physical sciences and arts, and are reaching 
out through cobwebs and dust to the so- 
called mental sciences in the hope that they 
may be able to harness them with equal suc­
cess.
The great fortunes created in the past 
score of years are seeking ways and means 
of securing perpetuity and continuity of 
identity. People are seeking advice and as­
sistance in regard to the complex and in­
volved tax laws on the statute books of the 
Federal and State Governments. Since 1917 
the number of investors in this country has 
increased by about 4,000,000. A majority of 
these knows nothing about finance; the 
rights of minority stockholders; the inci­
dents and rights, advantages or disadvan­
tages of the various classes of securities; 
the fundamentals of security values, etc. 
They are groping for advice and assistance 
from some source that has no interest in the 
sale of securities. All of these classes and 
many others are turning to accountants for 
aid and forcing on our profession the accept­
ance of three alternatives;
1. To seek a broad and liberal train­
ing that will qualify us to render the 
service that is being sought.
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2. Frankly to admit that we are un­
able to meet the emergency and allow 
this work to pass to some other profes­
sion.
3. If we do not adopt one or other of 
these courses but attempt to handle mat­
ters outside of our experience and train­
ing, face the fact that we may degener­
ate into the rank of charlatans and even­
tually disappear as a profession.
It may have little to do with the subject, 
but there is at the present time a wide de­
mand for an advisory service based on the 
practical experience of the accountant and a 
foundation of technical education, including 
the present education of the accountant with 
a more comprehensive course in law in ad­
dition to the following subjects:
Fundamental principles of engineer­
ing.
Economics—a full course.
Psychology and ethics—three terms.
Sociology—one term.
A short course in the theory of mer­
chandizing and markets.
A short course in the principles of 
valuation.
Mechanical drawing—one term.
We in our profession deal with symbols 
representative of tangible values. We meas­
ure achievements, rewards and returns. We 
must work on the minds of those we serve 
and the only measure of our success is in 
our ability to correctly and vividly impress 
the human mind. With this background are 
we not the only profession qualified to assist 
industry in dealing with the problems of 
human relations, with the aids to manage­
ment that are of the mind, budgeting, organ­
ization, cost accounting, bonus plans, pension 
schemes, and other ideas that have to do 
with incentive and reward? Is it not our 
moral responsibility as a profession to break 
with the narrow concept of our beginning, 
and prepare ourselves for the wider and 
more helpful field to which society is calling 
us?
Summary—Morals: I have tried to show 
that the accountant is bound in morals:
To equip himself for the practice of 
his profession by securing the best 
education—preliminary and technical— 
available.
To accept full responsibility without 
reservation for his professional acts.
Never to do anything that might be 
contrary to the public welfare.
Never to do anything for a client that 
might mislead or result in injury to a 
third party.
Never to do anything that might 
prove harmful to the profession of ac­
countancy.
To subordinate his personal interests 
to those of his client.
To strive in every way to increase the 
usefulness of his profession to society.
To perpetuate his profession by edu­
cating his successors.
In our individual professional acts we have 
a duty to our client, the public and our pro­
fession, and as a profession we have a duty 
to contemporary society and posterity. We 
will be trusted and grow in influence and 
power as individuals and as a profession in 
direct ratio to the degree of responsibility 
we are willing to accept and the manner in 
which we meet the obligation.
LEGAL RESPONSIBILITY
Duties and Liabilities: Robert H. Mont­
gomery in the first edition of his “Auditing 
Theory and Practice,” page 588, summarizes 
the legal duties and liabilities of auditors as 
follows:
“ (1 ) Anyone who holds himself out as skilled 
in a profession is charged with a higher degree of 
responsibility than one who is inexperienced and 
who does not seek professional work. Acting in a 
professional capacity, an auditor must do more 
than ascertain the mere arithmetical accuracy of 
the accounts. If the accounts do not represent the 
true financial position of the undertaking under 
examination, and if that fact is apparent or can 
reasonably be deduced from the face of the ac­
counts themselves, then the auditor is under a
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legal obligation to discover and disclose the true 
state of affairs.
“ (2 )  The auditor, however, is not an insurer 
unless he assumes such a position. If he uses 
reasonable care— the care of an ordinarily skillful 
auditor, under the circumstances of the case— no 
legal responsibility is incurred by him.
“ (3 ) Reasonable care has been stated by the 
courts to depend upon the circumstances of each 
case. Where there is no reasonable ground for 
suspicion of fraud, it is not necessary to take as 
many precautions as are requisite where the audi­
tor is led to believe that irregularities exist.
(To be continued next month)
Analysis, Discussion and Solution
Problem Number 10 of P art II of Examination in Accounting, Theory and Practice. Connecticut
C. P. A. Examination, November, 1924. (F o r Problem, see March Issue)
By JOHN B. TANNER, C. P. A. (Ohio and Wisconsin) 
President of International Accountants Society, Inc., Chicago, Illinois
P R O C ED U R E O F SOLUTION
Upon reading this problem carefully, two fac­
tors in the solution should stand out as being of 
prime importance in the work of preparing the 
solution:
1. This problem is concerned with the Exchange.
2. The transactions given are of two distinct 
natures:
a. Relative to the organization of the E x­
change.
b. Relative to the operating of the Exchange.
The first factor is vital to the solution. The
candidate must have this viewpoint well fixed in 
his mind or otherwise he may inadvertently draft 
his journal entries as if they were to be placed on 
the dealer’s books, which would make them  
wholly incorrect as a solution. If the candidate is 
not alert for this point, he might easily slip into 
error because of the way in which some of the 
transactions are described. Notice the first trans­
action is stated as a “payment by a dealer” and 
the third as a “payment by another dealer.” Of 
course, it is almost impossible for him to become 
confused as between the Exchange and the dealer 
in later transactions, but if he becomes confused 
at first, he may lose considerable time in adjust­
ing his viewpoint.
In regard to the second factor, a careful study 
of the description of the method of organization 
and the method of operation should be clearly 
visualized before proceeding with the preparation 
of the entries.
W ith this preliminary work done, the candi­
date is ready to draft the journal entries required. 
Probably the best method to adopt is to draft them 
in the same sequence as they are given in the prob­
lem.
Journal entry (a ) raises the question as to what
entry was used for opening the accounts of the 
Exchange. The problem states “Each dealer, there 
being ten, is to take stock in proportion to the 
volume of used car business he has done in the 
past year.” This statement indicates that the 
stock was fully subscribed and that an entry may 
have been made charging Stock Subscriptions Re­
ceivable and crediting Capital Stock Subscribed 
for the amount of the subscriptions. With this as 
a basis the entries concerning the payment of the 
subscriptions present little difficulty.
Entry  (c) introduces consignment procedure. 
It will be noted that in the last paragraph of the 
descriptive section of the problem is related the 
manner in which the dealers are expected to pay 
for their stock subscriptions, namely, “part cash 
and for the balance consign such used cars as 
they had on hand for the Exchange to sell for 
them less 5 per cent commission, etc.”
In assigning a value to the consigned cars in 
order to place the consignment on record in the 
accounts, it seems reasonable to assume a valua­
tion of $2,000, which is the balance due on the 
stock subscription after the payment of the $500  
in cash.
The disposition in the accounts of the $50 ex­
cess of cost of repairing the X  touring car over 
the estimate which was placed in the reserve pre­
sents an interesting problem. The note to the 
examiner which accompanies entry (h ) discusses 
the m atter briefly.
The difference between actual and estimated  
replevin costs presents a somewhat similar situa­
tion. A brief discussion of the handling of this 
item will also be found in the notes to examiner, 
following entry (1).
The handling of the final loss on the sale of the 
car to John Jones is also a debatable point and the 
candidate is required to discuss the matter.
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THE A USED CAR EXCHANGE, INCORPORATED
A. Journal Entries
(a ) C ash..................................................................................................................................................  $1,000.00
Stock Subscriptions Receivable (Dealer A) ........................................................................  $1 ,000.00
Recording payment of subscription for 10 
shares of stock (par 1 0 0 ).
(a ) Capital Stock Subscribed. . . .  ......................................................................................... 1 ,000.00
Capital Stock Issued..................... .......................................................................................................  1 ,000 .00
Recording the issuance of certificate No. — , 
to Dealer A, for 10 shares of stock.
(Exam iner please note: The above entries assume that at date of 
opening books the subscriptions of all dealers were entered in 
accordance with agreement and the Stock Subscriptions Receivable 
account was debited and the Capital Stock Subscribed account was 
credited.)
(b) Cash. . ...........................................................................................................................................  1 ,500.00
Dealers’ Annual F e e s ............................................................................................................................  1 ,500 .00
Recording payment of annual fees by mem­
bers of exchange.
(c) C ash.................................................................................................................... ..............................  500.00
Stock Subscriptions Receivable (Dealer B) ........................................................................  500.00
Recording payment on account of subscrip­
tion for 25 shares of stock (par 1 0 0 ).
(c) Capital Stock Subscribed.....................................................................................................  500 .00
Capital Stock Issued.............................. .............................................................................................  500.00
Recording the issuance of certificate No. — , 
to Dealer B, for 5 shares of stock.
(c) Consignment No. 1 ....................................................................................................................  2 ,000.00
Consignments— In ................................................................................................................................  2 ,000.00
Recording receipt of three used cars Num­
bers 1, 2, and 3, from Dealer B, to be sold 
for his account; the proceeds, less 5% com­
mission to be applied to his stock subscrip­
tion.
(d) C ash.................................................................................................................... .............................. 2 ,400.00
Consignments— In ...................................................................................................................  2 ,000.00
 Dealer B ......................................................................................................................................................  2 ,280.00
Commissions Earn ed ....................................................................... ..................................................... 120.00
Consignment No. 1 ........................................................................... ..................................................... 2 ,000.00
Recording sale of three used cars Numbers
1, 2, and 3, for account of Dealer B.
(d) Dealer B ......................................................................................................................................... 2 ,000.00
Stock Subscriptions Receivable (Dealer B) ........................................................................  2 ,000.00
Transferring proper amount to Stock Sub­
scriptions Receivable account to apply on 
Dealer B ’s subscription.
(d) Capital Stock Subscribed......................................................................................................  2 ,000.00
Capital Stock Issued..............................................................................................................................  2 ,000 .00
Recording the issuance of certificate No. — , 
for 20 shares of stock to Dealer B.
(e ) Dealer B ..........................................................................................................................................  280.00
C a s h .............................................................................................................................................................  280 .00
Payment to Dealer B for balance due him 
on sale of three used cars, Numbers 1, 2, 
and 3, which were consigned.
(f) Used Cars (Car  Number 4 ) ...................................... ............................................................  1 ,800.00
Dealers’ Certificates Outstanding...................................................................................................  1 ,275.00
Re-conditioning Reserve ..................................................................................................................  525.00
To record acquisition of one X  Touring Car from Dealer C, 
and the issuance of Dealer’s Certificate No. — , also to set 
up in reserve, estimated amount of repairs plus 5%:
Appraised value.................................................................................... $2,000.00
Less— 10% m a r g in ............................................................................  200.00
Less—  1,800.00
Estimated Repairs ................................................... $500.00
Plus 5% m argin..........................................................  25.00 525.00
1,275.00
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(g ) Dealers’ Certificates Outstanding.................................................................. .................... 1 ,275.00
Cash  ................ .....................................................................................................................................
Redemption of Dealers’ Certificate No. — , from Dealer C.
(h ) Re-conditioning Reserve ..................................................................................................... 525.00
Used Cars (Car Number 4 ) ...................................................................................................  50.00
Accounts Payable .................................................................................................................................
To record receipt of bill for repairs to Car Number 4.
(Exam iner please note: The excess cost of repairs over the 
estimate might be charged against the reserve. Such a method is 
based on the idea that the “ overs and shorts” between actual cost 
and estimated cost will untimately offset each other; in other words, 
that for the excess cost on this car there will be a shortage of cost 
on another car to offset it. I would prefer, however, to handle the 
excesses and shortages directly to the car accounts, so that actual 
cost of each car can be found in the account for each car. Such 
information is of great importance in connection with setting the 
selling price. I would suggest a special form of ledger for these 
car accounts with separate columns for “overs and shorts” on re­
pairs, so that a statement of “over and shorts” could be drawn off 
for the purpose of testing the average accuracy of the estimating.)
(i) Accounts Receivable (John Jo n e s ) ...................................................................................  2,232.93
Cost of Used Cars Sold..........................................................................................................  1 ,850.00
Used Cars (Car Number 4 ) ........................................................ .......................................................
Used Car Sales........................................................................................... .............................................
Deferred Income (Interest received but not earned)
Reserve for Replevin Costs........................................................
Accounts P a y a b le ....................... ............................................. ..
Recording sale of car Number 4 on the following term s:
Sales p r i c e ..............................................................................................  $2 ,100.00
Add—
Interest ..............................................................................................  55.13
Replevin c h a rg e s ............................................................................  37.80
In s u ra n ce ...........................................................................................  40.00
This price based on a 10% down payment 2,232.93
on original price of $2,100 and ten notes
payable one month apart, the first falling
due one month after date of sales. (See
next entry.)
(i) C ash ......................................................................................................................... .. 210.00
Notes R eceiv ab le ......................................................................................................................  2,022.93
Accounts Receivable (John Jo n e s ) .................... ........................................................ .................
Showing payment of open account of John  
Jones in accordance with terms of sale as 
stated in explanation to preceding journal 
entry.
( j )  C ash........................................................................................... .. 1 ,967.30
Prepaid Interest on Notes Receivable...................................... ............ .. . . . . . . . . .  5 5 .63
Notes Receivable Discounted...................................................................... .....................................
To record the notes of John Jones discount­
ed at -------  Bank. Discount calculated at
6% per annum on face value of each note.
Nine notes at $202 .29  and tenth note at 
$202.32.
(k ) Notes Receivable Discounted.................... ......................... ................................ 202.29
Notes R ece iv ab le ................................................................................................................. ..
Notice received from -------  Bank, that note
Number — , of John Jones has been paid.
(Exam iner please note: Entry similar to above would be made 
upon receipt of each such notice from bank or a total of five such 
entries.)
(k ) Notes Receivable Discounted........................... ..................................................................  1,011.48
Accounts Receivable (John Jo n e s ) ................................................................................... 2.00
Prepaid Interest on Notes Receivable............. .............................................................................
C a s h .................................................................................................................. . . . . . .  . .........................
Notes Numbers — , of John Jones returned
b y ------- Bank due to nonpayment by maker.
Bank charges $2.00 protest fee, which is 
charged to Mr. Jones, and gives us credit for 
unearned discount previously deducted on 
last four notes.
1 ,275 .00
575.00
1,850.00
2 , 100 . 00  
55.13  
37.80  
40.00
2,232.93
2,022.93
202.29
8.09
1 ,005.39
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( k) Accounts Receivable (John Jo n es)................................................................................... 1 ,011.48
Notes Receivable .................................................................................................................. ..
Charging back to Jo hn Jones open account
face value of unpaid notes returned b y -------
Bank.
( l ) Reserve for Replevin Costs.....................................................................................................  20.00
C a s h .....................................................................................................................................................
Cost of reacquiring Car Number 4 from  
John Jones.
(Exam iner please note: This reserve account might be cleared 
of the estimate on each car upon either the reacquirement of each 
car or the receipt of each final payment by charging or crediting the 
Profit and Loss account. I prefer, however, to inventory the credits 
in this account at end of each accounting period and charge or credit 
Profit and Loss account in one amount as of each closing date.)
(Note: Customer now owes a balance on open account of 
$1,013 .48 , made up as follows:
4 notes @ $202.29 each ..........................................................  $809.16
1 note.................................................................................................. 202.32
1,011.48
Protest fee :.....................................................................................  2.00
1,013.48
This entry is based on the assumption that the sales agreement 
specifies that if any one note is not paid at maturity, then the 
whole purchase price becomes due and payable.
W hether the $20.00 replevin costs should be charged against John  
Jones’ account depends upon the condition expressed in that sales 
agreement. I am assuming that since an amount has been added 
for replevin costs in arriving at the sales price that the agreement 
places the burden of such replevin costs on the Exchange. If the 
agreem ent placed this burden on the customer, then the $20.00  
should be charged to John Jones’ account.)
( 1) Used Cars (Car Number — ) ................................................................................................  720.00
Acounts P a y a b le .......................................................................................................................  15.00
Accounts Receivable (John Jo n e s )..............................................................................................
Reserve for Re-conditioning.............................................................................................................
Setting up agreed valuation on car number
4, reacquired from John Jones, giving him 
credit for rebate of $15.00 on insurance.
( 1) Accounts Payable .......................................................................................................... .. 25.00
C a s h ............... ........................ .. ................................................................. ................................................
Payment made to insurance company for 
policy covering car number 4, short rate  
premium.
( 1) Bad D e b ts ......................................................................................................................................  298.48
Accounts Receivable (John Jo n e s )..............................................................................................
Charging off balance of John Jones’ open 
account as uncollectible.
(Exam iner please note: This loss might be handled as a loss due 
to reacquiring used cars, and charged to an account such as “Loss 
on Re-acquirement of Used Cars” ; or it might be added to the cost 
of the car so reacquired. However, since a value has been set, 
assumedly upon a careful appraisal of the car, I consider it better 
as a general policy to treat such a loss as due to bad credit and 
place the reacquired car on the books at the appraised price. In 
this entry I am treating the loss in accordance with such a general 
policy, although the fall in value from $1,850 to $720 in a few 
months raises some doubt as to the accuracy of the appraisal.) 
B
For the preparation of monthly financial statements (o r  for closing the 
accounts each month if that is done) one-twelfth of the annual fees should 
be cre d ite d  to the Profit and Loss Account, and the unamortized portion of 
the annual fees carried forward as a balance sheet item, described as 
Deferred Income.
1,011.48
20.00
715.00
20. 00
25.00
298.48
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New C. P. A. Law for North Carolina
H. B. 602— S. B. 1233  
AN ACT To regulate the profession of Public Ac­
counting in the State of North Carolina, and 
to prescribe its practice so as to afford pro­
tection to the public; and to repeal Chapter 
one hundred and fifty-seven of the Public 
Laws of North Carolina, Session of one thou­
sand nine hundred and thirteen, entitled “An 
Act to create a State Board of Accounting and 
prescribe its duties and powers; to provide for 
the examination and issuance of certificates to 
qualified applicants, with the designation of 
Certified Public Accountants, and to provide 
the grade of penalty for violation of the pro­
visions hereof.”
The General Assembly of North Carolina Do 
E n act:
Section 1. The term “ Practice of Public Ac­
counting” as used in this act is defined as fol­
lows:
A person engages in the practice of Public Ac­
counting within the meaning and intent of this 
act who holds himself out to the public as a Cer­
tified Public Accountant, or Public Accountant, 
and as such offers to the public to engage in the 
occupation or practice of public accounting.
Provided, however, that nothing in this act 
shall be construed to prohibit any person, firm 
or corporation from performing accounting serv- 
ice or any similar service who does not hold him­
self out to be a Certified Public Accountant or 
Public Accountant, or represent that such service 
is performed as a Certified Public Accountant or 
a Public Accountant.
Sec. 2. Any citizen of the United States, or per­
son who has duly declared his intention of becom­
ing such citizen, over twenty-one years of age and 
of good moral character, and who shall have re­
ceived from the State Board of Accountancy a 
certificate of qualification admitting him to prac­
tice as a Certified Public Accountant as herein­
after provided, or who is the holder of a valid 
and unrevoked certificate issued under the pro­
visions of Chapter one hundred and fifty-seven 
of the Public Laws of one thousand nine hundred 
and thirteen, shall be licensed to practice and be 
styled and known as a Certified Public Account­
ant.
Sec. 3. It shall be unlawful for any person 
who has not received a certificate of qualification 
admitting him to practice as a Certified Public 
Accountant to assume or use such a title, or to 
use any words, letters, abbreviations, symbols or
other means of identification to indicate that th e  
person using same has been admitted to practice  
as a Certified Public Accountant.
Sec. 4. It shall be unlawful for any firm, co­
partnership, or association to assume or use th e  
title of Certified Public Accountant, or to use any  
words, letters, abbreviations, symbols or other 
means of identification to indicate that the mem­
bers of such firm, co-partnership or association 
have been admitted to practice as Certified Public 
Accountants, unless each of the members of such 
firm, co-partnership or association first shall have 
received a certificate of qualification from the 
State Board of Accountancy admitting him to 
practice as a Certified Public Accountant.
Sec. 5. It shall be unlawful for any corpora­
tion to assume or use the title of Certified Public 
Accountant, or to use any words, letters, abbre­
viations, symbols or other means of identification 
to indicate that such corporation has received a  
certificate of qualification from the State Board  
of Accountancy admitting it to practice as a Cer­
tified Public Accountant.
Sec. 6. It shall be unlawful for any person, 
firm, co-partnership or association to engage in 
the practice of Public Accounting in the State of 
North Carolina unless such person, or each of the  
members of such firm, co-partnership or associa­
tion first shall have received from the State B oard  
of Accountancy a certificate of qualification ad­
mitting him to practice as a Certified Public Ac­
countant. It shall be unlawful for any corpora­
tion to engage in the practice of Public Accounting 
in the State of North Carolina: Provided, however, 
that nothing herein contained shall be construed to 
prohibit the practicing of the profession of Public  
Accounting by any person, firm, co-partnership, as­
sociation, or corporation who shall at the time of 
the passage of this act be engaged in the practice  
of Public Accounting and maintaining an office as 
a Public Accountant in the State of North Carolina, 
or an accountant who has served two years or more 
as a civil service employee of the Federal Govern­
ment in the capacity of Senior Field Auditor.
Sec. 7. Any person, firm, co-partnership, associa­
tion or corporation who shall at the time of the 
passage of this act be engaged in the practice of 
Public Accounting and maintaining an office as a  
Public Accountant in the State of North Carolina, 
may, within six months after the passage of this 
act, apply to the State Board of Accountancy for 
registration as a Public Accountant, and the State  
Board of Accountancy, upon the production of sat­
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isfactory evidence that such applicant was en­
gaged in the practice of Public Accounting and 
maintaining an office as a Public Accountant in the 
State of North Carolina at the time of the passage 
of this act, shall register such person, firm, co-part- 
nership, association or corporation. Such registra­
tion shall be conclusive evidence of the right of 
such person, firm, co-partnership, association or 
corporation to engage in the practice of Public 
Accounting in the State of North Carolina, but such 
registration shall not be construed in any way as 
indicating that the State of North Carolina or the 
State Board of Accountancy has approved the edu­
cational and professional experience qualifications 
of the registrant.
Sec. 8. It shall be unlawful for any person, firm, 
co-partnership, association or corporation, not hav­
ing qualified under this act, to assume or use the 
style or title of Public Accountant, or other means 
of identification to indicate that such person, firm, 
co-partnership, or association or corporation is en­
gaged in the practice of Public Accounting in the 
State of North Carolina: Provided, however, that 
the inhibitions of this section  shall not be con­
strued to apply to any person, firm, co-partnership, 
association or corporation who at the time of the 
passage of this act was engaged in the practice of 
Public Accounting and maintaining an office as a 
Public Accountant in the State of North Carolina.
Sec. 9. Nothing contained in this act shall be 
construed to prohibit the employment by a Certi­
fied Public Accountant, or by any person, firm, co­
partnership, association, or corporation permitted 
to engage in the practice of Public Accounting in 
the State of North Carolina, of persons, who have 
not received certificates of qualification admitting 
them to practice as Certified Public Accountants, 
as assistant accountants or clerks, provided that 
such employees work under the control and super­
vision of Certified Public Accountants or Public 
Accountants, and do not certify to any one the 
accuracy or verification of audits or statements 
and provided further that such employees do not 
hold themselves out as engaged in the practice of 
public accounting.
Sec. 10. A Public Accountant who holds a valid 
and unrevoked certificate as a Certified Public Ac­
countant, or its equivalent, issued under authority 
of any state, or the District of Columbia, and who 
resides without the State of North Carolina may 
perform work within the State, provided that he 
register with the State Board of Accountancy and 
■comply with its rules regarding such registration.
Sec. 11. The State Board of Accountancy shall 
consist of four persons to be appointed by the Gov­
ernor, all of whom shall be the holders of valid and 
u nrevoked certificates as Certified Public Account­
ants heretofore issued under the provisions of 
Chapter one hundred and fifty-seven of the public 
laws of one thousand nine hundred and thirteen, 
or issued under the provisions of this act. They 
shall hold office for the term of three years and 
until their successors are appointed; provided that 
no appointments to the Board shall be made under 
the provisions of this act until the expiration of 
the terms of the members of the present Board. 
The powers and duties of the Board shall be as 
follows:
1. To elect from its members a President, Vice 
President and Secretary Treasurer. The members 
of the Board shall be paid for the time actually 
expended in pursuance of the duties imposed upon 
them by this act, an amount not exceeding ten 
($ 1 0 .0 0 ) dollars per day, and they shall be en­
titled to necessary traveling expenses.
2. To employ legal counsel and clerical assistance 
and to fix the compensation of same, and to incur 
such other expenses as may be deemed necessary 
to carry into effect the provisions of this act.
3. To formulate rules for the government of the 
board and for the examination of applicants for 
certificates of qualifications admitting such appli­
cants to practice as Certified Public Accountants.
4. To hold written or oral examinations of ap­
plicants for certificates of qualification at least once 
a year, or oftener, as may be deemed necessary by 
the Board.
5. To issue certificates of qualification admitting 
to practice as Certified Public Accountants to each 
applicant, who, being the graduate of an accredited 
high school or having an equivalent education, 
shall have had at least two years experience or its 
equivalent next preceding the date of his applica­
tion on the field staff of a Certified Public Account­
ant or Public Accountant one of which shall have 
been as a senior or accountant in charge, and who 
shall receive the endorsement of three Certified 
Public Accountants of any state as to his eligibility 
to become a Certified Public Accountant; or who, 
in lieu of the two years experience or its equiva­
lent above mentioned, shall have had one year’s 
experience after graduating from a recognized 
school of accountancy; or an accountant who has 
served two years or more as a civil service employee 
of the Federal Government in the capacity of Senior 
Field Auditor, and who shall have passed a satis­
factory examination in “Theory of accounts,” 
“practical accounting,” “auditing,” “commercial 
law” and other related subjects.
6. In its discretion to grant certificates of quali­
fication admitting to practice as Certified Public 
Accountants, to such applicants who shall be the 
holders of valid and unrevoked certificates as Cer­
tified Public Accountants, or its equivalent, issued
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by or under the authority of any state or Territory  
of the United States or the District of Columbia; 
or who shall hold a valid and unrevoked certificate 
or degree as Certified Public Accountant or its 
equivalent issued under authority granted by a for­
eign nation; when in the judgment of the Board 
the requirements for the issuing or granting of 
such certificate or degree are substantially equiva­
lent to the requirements established by this act; 
provided, however, that such applicants signify 
their intention of engaging in the practice of Pub­
lic Accounting within the state.
7. To charge for each examination and certifi­
cate provided for in this act a fee of twenty-five 
dollars. This fee shall be payable to the Secretary 
Treasurer of the Board by the applicant at the time 
of filing application. If at any examination an ap­
plicant shall have received a passing grade in one 
subject, he shall have the privilege of one re-ex­
amination at any subsequent examination held 
within eighteen months from the date of his ap­
plication upon payment of a re-examination fee of 
fifteen dollars. In no case shall the examination 
fee be refunded, unless in the discretion of the 
Board the applicant shall be deemed ineligible for 
examination.
8. To require the renewal of all certificates of 
qualification annually on the first day of July, and 
to charge and collect a fee not to exceed five dol­
lars for such renewal.
9. The Board shall have the power to revoke 
any certificate issued under the provisions of Chap­
ter one hundred and fifty-seven of the public laws 
of one thousand nine hundred and thirteen, or 
issued under the provisions of this act, for good and 
sufficient cause; Provided that written notice shall 
have been mailed to the holder of such certificate 
at his last known address twenty days before any 
hearing thereof, stating the cause of such contem­
plated action, and appointing a time for a hearing 
thereon by the Board; and provided further that, 
except for failure to renew such certificate and to 
pay the renewal fee thereof, no certificate shall be 
revoked until such hearing shall have been had. 
At all such hearings the Attorney General of the 
State or one of his assistants designated by him, 
shall sit with the board with all the powers of a 
member thereof.
10. Within sixty days after the passage of this 
act, the Board shall formulate rules for the regis­
tration of those persons, firms, co-partnerships, as­
sociations or corporations who, not being holders 
of valid and unrevoked certificates as Certified Pub­
lic Accountants issued under the provisions of 
Chapter one hundred and fifty-seven of the public 
laws of one thousand nine hundred and thirteen, 
and who, having at the time of the passage of this
act been engaged in the practice of public account­
ing and maintaining an office as a public account­
ant in the State of North Carolina, shall, under the 
provisions of section seven of this act, apply to 
the Board for registration as Public Accountants. 
The Board shall maintain a register of all persons, 
firms, co-partnerships, associations or corporations 
who have made application for such registration  
and have complied with the rules of registration  
adopted by the Board.
11. Within sixty days after the passage of this 
act the Board shall formulate rules for registra­
tion of those Public Accountants who are qualified 
to practice under this act and who under the pro­
visions of section ten of this act are permitted to 
engage in work within the State of North Caro­
lina. The Board shall have the power to deny or 
withdraw the privilege herein referred to for good 
and sufficient reasons.
12. To submit to the Commissioner of Revenue 
the names of all persons who have qualified under 
this act as practitioners of Public Accountancy, and 
who have complied with the rules of the Board. 
The Commissioner of Revenue shall issue only to 
those whose names are so submitted to him by the 
Board, a license for the privilege of practicing the 
profession of Public Accountancy, and the license 
so issued shall be evidence of his registration with 
the Board.
13. The Board shall keep a complete record of 
all its proceedings and shall annually submit a full 
report to the Governor.
14. All fees collected on behalf of the State 
Board of Accountancy, and all receipts of every 
kind and nature, as well as the compensation paid 
the members of the Board and the necessary ex­
penses incurred by them in the performance of the 
duties imposed upon them by this act, shall be re­
ported annually to the State Treasurer. Any sur­
plus remaining in the hands of the Board over the 
amount of three hundred dollars shall be paid to 
the State Treasurer at the time of submitting the 
report, and shall go to the credit of the general 
fund; provided, that no expense incurred under 
this act shall be charged against the state.
15. Any certificate of qualification issued under 
the provisions of this act, or issued under the pro­
visions of Chapter one hundred and fifty-seven of 
the Public Laws of one thousand nine hundred and 
thirteen, shall be forfeited for the failure of the 
holder to renew same and to pay the renewal fee 
therefore to the State Board of Accountancy within 
thirty days after demand for such renewal fee shall 
have been made by the State Board of Account­
ancy.
16. Any violation of the provisions of this act
(Continued on page 215.)
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C. P. A. Examination Questions
C. P. A. EXAMINATION QUESTIONS
GEORGIA
November, 1924— Examination
COMMERCIAL ARITHMETIC
1. A company’s stock, par value of $100.00 per 
share, is quoted at $17 0.00 in open market, or at 
a premium of $70.00 per share over par.
An additional issue is authorized and its stock­
holders are given the right to buy new  stock at 
par, to the extent of one share for each five shares 
held, or in other words, 20 per cent of their hold­
ings. Jones held 100 shares, therefore has 100 
rights to buy 1 /5  of a share, or a total of 20 
shares of the new issue. W hat is the value of 
each right?
2. Compute the average due date of the follow­
ing accounts:
Date of Terms of
transaction. Payment. Account.
March 1 60 days $2,000 .00
March 31 60 days 1 ,000.00
3. W hat would be the cost of 4 per cent bonds 
yielding $1 ,000 .00  interest annually when the 
bonds are selling for 96, including brokerage?
4. W hat is the average rate of interest earned 
on the following investments made for one year?
$100.00 at 7 per cent.
5 ,000 .00  at 6 per cent.
15,000 .00  at 5 per cent.
5. A entered into partnership with B and was 
to act as manager of the business. Before divid­
ing profits equally with B, A was to receive a 
special bonus of 25 per cent of the net profit. 
Before calculating A’s commission, the profits were 
shown by the revenue statement to be $5,000 .00 . 
How should the $5 ,000 .00  be divided between A 
and B?
6. The National Company’s stock, par value 
$100 .00 , advanced to $263 .00  per share, due to 
excellent earnings. Due to the good earnings a 
75 per cent stock dividend was declared and the 
par value of the common shares was reduced from 
$100 .00  to $25.00 par value. W hat is the equiva­
lent value of the new shares as compared to the 
high, $263 .00?
Continued earnings of the company caused the 
new stock, par value $25.00, to advance to $77.25  
per share. W hat is the equivalent value of the 
old stock?
7. An article costing $187.50 is to be priced to  
gain 22 per cent on the selling price.
(a ) State the selling price.
(b) State the per cent of gain on cost.
T H E O R Y
1. W hat is depreciation? Name three methods 
employed for charging depreciation.
Is a balance sheet, prepared during years of 
deficits, properly and correctly prepared if no pro­
vision has been made for depreciation?
2. In the preparation of a balance sheet what 
is your opinion as to the propriety in classifying 
amounts due from officers and employees as “Cur­
rent A ssets?”
3. A second mortgage company buys for 
$1,700 .00  a $2 ,000 .00  mortgage due in two years 
from date of purchase, thereby earning $3 00.00. 
W hat is your opinion as to how this transaction  
should be recorded in the  books to conform to  
good accounting principles?
4. Define and differentiate—
(1 ) Capital and Revenue.
(2 ) Capital Receipts and Revenue Receipts.
(3 ) Capital Expenditures and Revenue Ex­
penditures.
5. Define the following—
(1 ) Funded debt.
(2 ) Floating indebtedness.
(3 ) Fixed charges.
(4 ) Fixed assets.
(5 ) Working capital.
6. W hat is the significance of the following ac­
counts in a balance sheet?
(1 ) Asset side—
Prepaid or deferred charges.
(2 ) Liability side—
Accrued wages and expenses.
7. W hat is a contingent liability? Give three 
examples and explain in what form such liabilities 
should appear in the balance sheet.
8. If you are called upon to prepare a state­
ment of a business to be sold on the basis of its 
earning capacity, state how you would treat inter­
est paid on accounts payable and notes payable.
9. Describe the following securities, explain the 
general characteristics of each and state in what 
order the holders thereof rank in case of liquida­
tion:
(1 ) Common stock.
(2 ) Cumulative and non-cumulative preferred
stock.
(3 ) Mortgage bonds.
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(4 )  Income bonds.
(5 ) Debenture bonds.
10. How do the accounts of a corporation and 
those of a co-partnership differ with respect to 
treatm ent of distribution of profits?
COM M ERCIAL L A W
Note.— It is expected that these questions will 
be answered in accordance with the general com­
mercial law with particular reference to the laws 
of the State of Georgia, because your application 
h as been made for a Certificate of a Public Ac­
countant to do business under the Georgia laws 
appertaining thereto in the State of Georgia.
1. When a bond or other contract in writing for 
the payment of money, for any article of property, 
is negotiable by endorsement or written assign­
m ent in the same manner as bills of exchange and 
promissory notes, do such endorsements or assign­
ments have to be under seal?
2. Is an unpaid subscription to the capital stock 
of a corporation after a call has been made for 
payment, assignable?
3. Can a right of action for injuries arising 
from fraud be assigned?
4. If a note given for the purchase of personal 
property, wherein title to the personal property so 
purchased is retained by the seller until paid for, 
does unconditional assignment of such a note carry  
with it the title to the personel property sold into 
the assignee?
5. W hat is a bailment?
6. Can the president of a bank release a debtor 
of such bank from the payment of a note due by 
such debtor to the bank?
7. If A gives to B his promissory note, which 
provides that A shall be liable for attorney fees 
on the note to the extent of 10 per cent of the 
principal and interest due thereon, what must B do 
or his attorney do before A would be liable to pay 
the 10 per cent attorney fees?
8. Does the holder of a promissory note, as col­
lateral security, stand upon the same footing as a 
bona fide purchaser?
9. W hat must be made to appear in order to 
enable the holder of a promissory note, payable 
to another, to successfully assert his (the holder’s) 
right as a bona fide purchaser for value?
10. Is the holder of a negotiable promissory 
note presumed to be a bona fide purchaser, and 
for value?
AUDITING
1. Form ulate, in an imaginary case, the journal 
entry or entries for the conversion of a partner­
ship into a joint stock company with the same 
resources and liabilities.
Balance sheet of Messrs A. B. and C.
A ssets
Cash .................................................................. $10 ,465 .00
Merchandise ........................ ......................... 29,700.00
Plant, etc............................................................  20,000.00
Accounts receivable ...................................  22 ,800 .62
82 ,965.62
Liabilities
...................................  $17 ,483 .32
...................................... 15 ,482.30
...................................... 25 ,000 .00
...................................... 15 ,000 .00
.................... ........................................  1 0 , 0 0 0 . 0 0
82 ,965.62
The co-partnership is dissolved, and a corpora­
tion is formed with a capitalization of $100 ,000 .00  
to take over the business as it stands— the whole 
of the stock to be divided amongst the partners 
in proportion to their investment.
2. W hat should be done regarding the books 
on the admission of a new partner into a firm? 
W hat entry should be made (a ) when cash is in­
vested for a certain share in the gains and losses
(b) when a specified amount is paid to the old 
members for a certain share in the gains and 
losses?
3. The following accounts are found in the 
books of a corporation; state which of them would 
enter the profit and loss account, and which would 
appear on the balance sheet? Also state which 
would show debit, and which credit balances.
(a ) Reserve fund.
(b) Depreciation on furniture and fixtures.
(c) Bad debts reserves.
(d) Bond redemption account.
(e) Bills receivable.
(f) Rent of properties owned.
(g ) Dividends on preferred stock.
(h ) Bond interest paid.
(i) Sinking fund.
(j )  Sinking fund account.
4. How should executors’ and adm inistrators’ 
accounts be stated for the purpose of filing in 
court? W hat does the summary of accounts 
usually include? W hat are assets of the estate?  
When are dividends, interest and rents to be 
treated as principal? Define an intermediate ac­
count. W hat is a final account? With what does 
the executor charge himself? For what does he 
take credit?
5. Explain the theory of good will. On what 
basis should good will be valued? Is good will a 
fixed or a floating asset? Why?
6. Suggest one or more plans by which an in­
ventory may be corroborated or impeached.
7. The ledger of a corporation has an account 
entitled “F irst Mortgage Bond Script,” showing 
a credit balance of $967.54. W hat does this bal­
Bills payable 
Accounts . . . 
Mr. A. capital 
Mr. B. capital 
Mr. C. capital
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ance represent and how would you treat the item 
in the balance sheet?
8. In auditing the books of a manufacturing 
concern state fully what steps you would take to 
satisfy yourself on the subject of the item, 
“W ages,” in the current profit and loss account.
9. To what extent do you consider it obligatory 
for an auditor to examine minutes? Illustrate by 
reference to audits of different classes, such as:
(a ) An incorporated company.
(b) A university or hospital partly endowed.
(c) The governing body of a political sub­
division such as a town council. 
giving examples of the character of information 
which you would expect to find in each.
If in any of these cases you were refused ac­
cess to the minutes, what would be your position?
10. A merchant draws a draft of $1,000 .00  at 
four months on a customer who owes him on open 
account and the draft is accepted on February 2, 
1905. On March 13, 1905, he discounts the draft 
at a bank at 6 per cent per annum. W hat entries 
should be made on the m erchant’s books to record 
properly the transactions?
P R A C T IC A L ACCOUNTING
1. The Mutual Fire Insurance Company insured 
a building and its stock for 2/3  of its value, charg­
ing 1 ¾ per cent. The Union Insurance Company 
relieved them of ¼ of the risk at 1 ½ per cent. 
The building and stock being destroyed by fire, 
the Union lost forty-nine thousand dollars less 
than the Mutual. W hat amount of money did the 
owners of the building and stock lose?
2. W. L. Winburn is engaged in the lumber 
planing business. He desires to have his books 
closed December 31, 1904. Allowance is to be 
made for depreciation on machinery at the rate of
5 per cent per year and for depreciation on tools
Cash ...........................................................................................
Accounts receivable .............................................................
Logs and manufactured lumber ...................................
Advances on account of season’s logging opera­
tions ........................................................................................
Investments in controlled company, 900 shares
(cost) ...................................................................................
Timber lands (cost) ..........................................................
Mill, plants and equipment (cost) ..............................
Notes Payable . .......................................................................
Accounts payable ..................................................................
Deposits on orders .......................................................... .. .
Mortgage on plants .............................................................
Controlled company current a cco u n ts .........................
P artners’ c a p i ta l ...............................................................
Blank F i r m ..............................................................................
Capital . . .................................................................................
Surplus ......................................................................................
at 10 per cent per year. His books show the fol­
lowing figures:
Purchasing of rough lumber ( includ­
ing stock on hand January 1, 1903,
$ 34 ,861 .00) ...........................................  $138,316.00
Machinery, engines and boilers, e tc.. 7 ,600.00
Tools ...............................................................  2 ,800.00
Insurance (premiums paid in cash) . . 1 ,623.00
Sales ...............................................................  223,114.00
Cash on hand and in b a n k ............. . . 18,530.00
Expenses —  general ..............................  4 ,532.00
Wages paid ................................................... 70 ,364.00
Miscellaneous supplies bought ..........  5 ,320.00
Capital invested ......................................... 13 ,649.00
Accounts receivable ..............................  23 ,560.00
Accounts payable ......................................  39,364.00
Rents ............................................................. 3 ,482.00
In addition, the records show:
Inventory of rough stock on hand
12-31-04 ................................................... $19,830.00
Unconsumed supplies ..............................  1 ,560.00
Unexpired insurance ..............................  683.00
Wages due and u n p a id ............................  16,036.00
No machinery or tools have been bought during 
period.
Prepare profit and loss account in one table, 
also the balance sheet.
3. A and B are partners sharing profits in ac­
cordance with their original investments. A in­
vested $5,060.00 and B $3 ,000.00, making the 
capital of the firm $8 ,000.00. They sell a one- 
third interest in the business to C for $8,000.00. 
How shall A and B divide the $ 8,000.00 received 
from C so that each may retain a one-third inter­
est in the business without increasing or decreas­
ing the original capital of the firm?
4. A “blank” firm is engaged in the lumber busi­
ness owning timber lands in fee and licensed saw 
mills and other equipment and 90 per cent of the 
stock in another lumber corporation. They in­
struct an accountant to examine their accounts for 
the purpose of ascertaining the true financial po­
sition. The following are the trial balances from 
the books December 31, 1914, after closing:
The Blank Firm . The Controlled Company.
Dr. Cr. Dr. Cr.
2 0 , 0 0 0  5 , 0 0 0
150 ,000 70,000
200 ,000 40,000
1 0 0 , 0 0 0
99,000
500 ,000  50,000
250 ,000 100,000
150 ,000 100,000
250,000 20,000  
50,000
150,000
2 0 , 000
739,000
30 ,000 
1 00 , 0 00
15,000
1,339,000 1,339,000 265,000 265,000
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The following matters disclosed by the account­
an t’s examination were not included in the ac­
counts prior to closing, December 31, 1914. The 
appraised value of the timber lands of the firm 
consisting of 200 square miles is $3 ,000 per square 
mile and those of the controlled company 20 square 
miles at the same price per square mile, and the 
owners wish these taken up in the accounts. 
$50,000 of the notes payable of the controlled 
company were endorsed by the firm and the latter 
also discounted customers’ notes amounting to 
$25 ,000 . The difference in the inter-company ac­
counts consisted of a charge by the firm to ad­
vances on logging operations instead of to the 
controlled company. There were prepaid taxes in 
the controlled company of $2 ,000 . The controlled 
company’s stock on hand of logs and lumber were 
pledged as security for notes of $100 ,000 .
Prepare:
(a ) Adjusting entries for above.
(b) Corrected Trial Balances.
(c) Consolidated Balance Sheet.
(d) W rite a brief report covering the exami­
nation and Balance Sheet.
PR A C T IC A L ACCOUNTING— T A X
1. A bought an office building on January
1, 1912, for $50 ,000 .00 . He sold this property on 
June 30, 1923, for $45 ,000 .00 . 2 per cent may 
be considered a fair rate of depreciation. The fair 
market value of this property as at March 1, 1913, 
was $52 ,000 .00 . W hat was the taxable gain or 
deductible loss from the sale of this building to 
be reported in 1923?
2. In the course of a reorganization of corpora­
tion X , B, a stockholder who holds 200 shares of 
stock with a par value of $100 .00  a share, re­
ceives the following shares of stock in the re­
organized Co. Y :
400 shares of common stock at a
par value o f .................................... $25.00
200 shares of common stock at a
par value o f .................................... 50.00
W hat taxable income, if any, is realized by this 
exchange. Assume the transaction occurred in 
1923.
3. A owes B $2 ,000 .00 . A does some important 
work for B and as a result B cancels A’s debt to 
him. W hat taxable income, if any, results from 
this transaction?
4. C paid the following taxes during the year
1921 and requests you to advise him which of 
these taxes constitute allowable deductions for 
Federal income tax purposes.
(1 ) Federal income tax for
1920 ................................. $3 ,420.00
(2 ) Wisconsin State income
tax ......................................  560.00
(3 ) City and County taxes. . . 700.00
(4 ) Assessment for paving
streets in front of resi­
dence ................................. 650.00
(5 ) W ar and luxury taxes . . .  45.00
(6 ) Inheritance tax (paid by
C as executor of an
estate) ..............................  5 ,700.00
5. For the last five years the average losses of 
a wholesale grocery company resulting from bad 
debts were 7 per cent of the amount of charge 
sales. During 1921 the charge sales amounted to 
$350 ,000 .00  and debts ascertained to be worthless 
and actually charged off during the year amounted 
to $22 ,000 .00 . W hat amount may the company 
deduct for bad debts when rendering the 1921 
return?
NEW C. P. A. LAW FOR NORTH 
CAROLINA
(C o n tin u e d  fro m  p a g e  211.)
shall be deemed a misdemeanor, and upon convic­
tion thereof, the guilty party shall be fined not less 
than fifty dollars and not exceeding two hundred 
dollars for each offense.
17. If any section, sub-section, clause or phrase 
of this act is for any reason held to be unconstitu­
tional by the courts of this state of the United 
States, then such decision shall affect only that 
section, sub-section, clause or phrase so declared 
to be unconstitutional, and shall not affect any 
other section, sub-section, clause of phrase of this 
act.
Sec. 18. Nothing herein contained shall be con­
strued to restrict or limit the power or authority 
of any State, County or Municipal officer or ap­
pointee engaged in or upon the examination of the 
accounts of any public officer, his employees or 
appointees.
Sec. 19. Chapter one hundred and fifty-seven of 
the Public Laws of one thousand nine hundred and 
thirteen of North Carolina, being “An act to create  
a State Board of Accountancy and prescribe its 
duties and powers; to provide for the examination 
and issuance of certificates to qualified applicants, 
with the designation of Certified Public Account­
ant, and to provide the grade of penalty for viola­
tion of the provisions hereof,” read in the general 
assembly three times and ratified this the twelfth 
day of March, one thousand nine hundred and 
thirteen, is hereby repealed.
Sec. 20. That this act shall be in effect from  
and after its ratification.
Ratified March 10, 1925.
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T he United Typothetae and the Federal 
Trade Commission
( From  Proceedings Second Annual Chicago Conference, Uniform Cost Accounting, Congress Hotel, 
October 28, 29, 1924, under auspices of Chamber of Commerce of the United States.)
By Mr. CHESTER ARTHUR LEGG, Attorney for the United Typothetae.
In 1919 the commission brought a com­
plaint against the United Typothetae in 
which it charged a violation of the Federal 
Trade Act. First it claimed that in the car­
rying out of what we know as the “three- 
year plan,” which was explained by Mr. Mil­
ler, we were guilty of unfair methods in com­
petition ; second, that our Standard Cost 
Finding System was not a bonafide cost find­
ing system, but a scheme to standardize 
prices; and third, that our Standard Guide 
was not what it was purported to be, but 
simply an attempt to monopolize and stand­
ardize and make uniform printing prices and 
therefore in violation of law.
We filed our answer, denying all the allega­
tions in the, complaint, and, in addition, set 
up the plea that we were not amenable to the 
jurisdiction of the commission, inasmuch as 
the association was not engaged in interstate 
commerce and was not a corporation for 
profit.
The case came up for hearing and hearings 
were held extending over a period of six 
months or more, often a three-days’ session 
in each city, from New York City to Port­
land, Oregon, and Seattle, Washington. At 
the end of the hearing we made our usual 
motion to dismiss the proceedings on the 
ground that the evidence did not sustain the 
charges, which was taken under advisement 
and never ruled upon. We were directed to 
argue the case and present our briefs in 
Washington. We did this and in due course 
came this order to cease and desist.
I want to read the terms of that order to 
cease and desist:
1. From conducting its system of edu­
cation in principles and methods of cost 
accounting in such way as to suggest
any uniform percentage to be included in 
selling price as profit or otherwise by 
members or others using such system of 
cost accounting.
2. From requiring or receiving from 
members and others using respondent’s 
uniform cost accounting system, identi­
fied and itemized statements of produc­
tion costs for the purpose of calculating 
average, normal or standard costs of pro­
duction and from publishing them to 
members and the trade generally as a 
“Standard Price List” or “Standard 
Guide” or association cost or price list 
under any other name.
 3. From compiling and publishing for 
use by members and others in the same 
trade, average, normal or standard pro­
duction costs with instructions or sug­
gestions for the translation of such 
standard costs into selling prices under 
the name of “Standard Price List” or 
“Standard Guide” or any other name.
The first paragraph about recommending 
any margin or profit was absolutely imma­
terial. We had never done it. The commis­
sion did not prove that we had ever done it. 
We never desired to do it and it might just 
as well have been applied to a printing or­
ganization on Mars as against the United 
Typothetae of America.
The question of the Standard Guide and 
the inclusion therein of prices for printing of 
standardized and particular kinds of printing 
arrived at by the process which Mr. Miller 
has explained, we had discontinued over a 
year before the order of the commission was 
handed down. We had discontinued the pub­
lication of such prices because we felt that 
they didn’t mean anything, as Mr. Miller has
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explained to you, and so that provision of the 
order was absolutely of no consequence. Ac­
cordingly two of the practices which we were 
directed by the order of the commission to 
cease and desist were of no material interest 
to us at the time the order was rendered and 
the third paragraph of the order, therefore, 
was out of the case.
The question narrowed down to this, what 
did the second paragraph of this order mean? 
“From requiring or receiving from members 
or others using respondent’s uniform cost ac­
counting system identified and itemized state­
ments of production costs for the purpose of 
calculating average, normal or standard costs 
of production, etc.”
It was my judgment at the time and the 
judgment of the best minds in the industry 
that what the commission was driving at was 
our publication and circulation of “productive 
hour costs” and inasmuch as that work was 
of vital importance in our cost accounting 
educational work we felt that to retire from 
the battle then would be giving up fifteen 
years of pioneer and most constructive work 
along the lines suggested to you by Mr. Mil­
ler, and accordingly we made and filed our 
petition for review of the order of the com­
mission in the United States Circuit Court.
The more I thought of the question, the 
more unsound the position seemed to me to 
be in view of the statements of the commis­
sion itself, and the letters of individual com­
missioners indicating that they sympathized 
and had every desire to cooperate in cost edu- 
cational work. The thought came to me to 
take it up informally with the commission 
and find out in advance of the hearing before 
the court whether we were right in think­
ing that the commission in the second para­
graph of its order was referring to “produc­
tive hour costs.”
I addressed a letter to the commission at 
the suggestion of Commissioner Gaskill and 
I want to say here that I received the most 
earnest and sympathetic cooperation at all 
times from Commissioner Gaskill. I found 
him exceedingly patient, broad-gauged, and
willing to hear and willing to cooperate in 
every way that he could to the extent of solv­
ing the particular problem that I brought be­
fore him.
At his suggestion I wrote a letter to the 
commission in which I said that we had in­
terpreted the second paragraph of the order 
to forbid the publication of “productive hour 
costs” and inasmuch as this was a vital part 
of our cost finding educational work, we had 
instituted our proceedings to review the or­
der. I received a most interesting and en­
lightening letter from the commission in re­
ply, in which they told us at considerable 
length that the second paragraph of the order 
was not intended to interfere with our cost 
finding educational work, of which they 
had—except in one minor particular—no 
criticism whatever, and that both paragraphs 
two and three of the order referred to but 
one and the same thing, namely, the Standard 
Guide and the publication of printing prices. 
This put an entirely different aspect upon the 
situation. The only reason for our appeal to 
the courts from the order of the commission 
was to maintain what we considered a funda­
mental part of our cost finding system and 
our work along cost finding educational lines. 
All else was out of the picture for the reasons 
I have already given. Accordingly, when we 
learned from the commission direct that the 
order was not intended to interfere with our 
cost finding and educational work along cost 
finding lines, it was obvious that the issue 
we had supposed would be decided once and 
for all by the courts was now purely an aca­
demic issue. I so advised the association and 
in due course our petition to review the order 
of the commission was dismissed. I might 
simply say in passing, that it was a real 
source of regret that the commission could 
not see its way to publish the final outcome 
of the controversy to the same extent that 
they did the filing of the complaint, and their 
refusal to do this was hard to understand 
either by me or our association.
This is the story of our experiences with 
the Federal Trade Commission. I want to use
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just a few moments to discuss a few of the 
fundamental legal questions involved in our 
case and which are of interest to all associa­
tions which are carrying on cost finding work.
The question is, what is legal and what is 
not legal in the reporting to a central agency 
this matter of costs and prices. I don’t know 
that anybody can speak dogmatically on the 
question. The law is in a state of flux as to 
how far we can go. Several years ago there 
came up, not from the commission but from 
the courts, certain cases under the Sherman 
Anti-Trust Act, for alleged infractions of 
that act, which cases were finally passed upon 
by the United States Supreme Court. These 
cases are the Hardwood Lumber case and the 
Linseed Oil case. We lawyers had always 
conceived that it was necessary to have some 
element of combination before you could be 
held guilty of infringing the Sherman Anti- 
Trust Act, some concerted action, direct or 
closely indirect. It would now seem, if these 
cases are to stand, that this element is not 
so essential as we suposed it to be.
The facts of the Hardwood Lumber case, 
however, show th is: That the association was 
doing more than the simple reporting of 
prices. The association had a well oiled ma­
chine for the recommendation of business 
policies along the line of decreasing output 
and various other factors. There was ma­
chinery provided for meeting in constituent 
or subsidiary bodies throughout the country 
to discuss these prices that had been reported 
and as a result of which meetings the evi­
dence went to show that there had been a 
very substantial increase in prices on particu­
lar products. It may be, therefore, that cer­
tain practices of this association, in no way 
connected with the simple report of past 
prices, were primarily responsible for the de­
cision, but the language of the opinion at 
least, places a ban upon the reporting of 
prices of even past transactions to a certain 
agency by members of an association.
About two years later, the Linseed Oil case 
came up from this district. This was a sys­
tem where there do not seem to have been
any coercive methods involved in compelling 
anybody to use the methods or anything ex­
cept the reporting of prices. When the Lin­
seed Oil case came up the court seemed to 
be still in the fog created by the Hardwood 
Lumber case and, it seems to me, without 
any very exhaustive consideration of this 
problem from the different angle presented, 
the court simply said that they believed their 
decision was controlled by the decision which 
they rendered in the Hardwood Lumber case.
Let us concede, therefore, that as the law 
now stands, the reporting of even past prices 
by members of an association to a central 
agency, which prices are later made available 
to the members by publication or otherwise, 
is illegal. I really believe, however, that when 
a case goes up to the Supreme Court, which 
involves this and nothing else, the court will 
make a different ruling. In any event, con­
ceding this to be the law, it is a long way to 
hold that the reporting of “costs” is in the 
same category as “prices.” No case has 
gone to the courts as yet involving the point, 
so that it is difficult to speak with the support 
of specific authority.
It is evident there are many different kinds 
of “costs.” The commission has stated that 
it sees no objection to the reporting of “costs” 
by individuals and when such individual’s 
costs are kept separate and distinct and pub­
lished as such. It is only when the “costs” 
reported by many individuals are massed 
together and “average costs” are published 
that we have our problem. It is then a ques­
tion of what such “average costs” include. 
If they include total costs, materials and 
everything, and all that a person need do 
to establish a selling price for a specific 
product would be to take such “average 
costs” and add his profit, the commission 
has indicated that it considers the matter 
controlled by the Lumber and Linseed Oil 
cases as to the. report of prices. This may 
be sound and yet it may not be; a thing law­
ful and proper in itself is not necessarily il­
legal because some person is going to abuse 
it and put it to illegal purposes. In any event
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 219
where such “average costs” do not include the 
cost of materials and where they are not 
“average costs” of particular commodities, 
but rather of particular departments or oper­
ations, it is impossible to see—at least for 
me to see—how any law is broken either in 
letter or in spirit. I might add that this is 
also the view of the commission, as I under­
stand it.
It is evident, therefore, that there is a 
rather broad “twilight” zone in this matter of 
reporting statistics of costs, etc., by members 
of a trade association which will only be 
cleared by specific decisions of our highest 
courts. I personally can see no danger when 
the purpose of the plan is wholly educational 
and such composite or average costs cover 
merely certain units of operation and care is 
taken to avoid the reporting of such costs for 
specific products. I do not admit that as the 
law now stands even the latter is clearly il­
legal. This, however, can only be known as a 
result of future litigation in the courts.
Chairman: I am sure we have appreciated 
the clear, concise way in which Mr. Legg has 
made his presentation of the relations of the 
Typothetae with the Federal Trade Commis­
sion. I would like to say here, for the benefit 
of those who have not been aware of the con­
tacts we in the United States Chamber of 
Commerce have had with Commissioner Gas- 
kill that Mr. Legg has truly said that he has 
shown more real interest in trying to 
straighten out the kinks that came before 
him than probably any other commissioner 
and has made a very intelligent study of this 
problem. We had correspondence with Mr. 
Gaskill in 1921-22 on some of these same 
points. I would like to review a little of it in 
order to give his angle because we are quite 
in agreement with him, that the individual 
must determine his own costs and his own 
prices.
On this point, in response to our inquiry, 
Commissioner Gaskill, in his letters of July 
25 and August 2, 1921, said:
“As long as the principles of cost ac­
counting are sound and the methods used
are adapted to secure accuracy of indi­
vidual results, and provided that the re­
sults are not used directly or indirectly 
for ulterior purposes of an illegal char­
acter, the Federal Trade Commission is 
in favor of the study and development 
of uniform cost accounting by trade as­
sociations, or otherwise.” 
“Stated in another way, the conception 
of the commission is that the efforts of a 
trade association to educate the indi­
vidual member in the application of 
sound principles of cost accounting in 
his individual business, are proper. But 
that any subsequent effort of the asso­
ciation to reduce the individual costs to 
an average or uniform cost basis and to 
procure the use of the group standard 
as a basis of price making by each of the 
individuals in the group, is improper. 
The individual must fix his own cost and 
his own margin. The group may not at­
tempt to substitute a group average or 
standard either of cost or margin for 
the individual’s figures without being in 
peril of becoming an unlawful combina­
tion.”
On the matter of collective cost sta­
tistics or the comparison of costs obtained by 
the use of uniform cost accounting methods, 
under date of December 12, 1922, Mr. Gaskill 
wrote thus:
“I have previously expressed my firm 
belief that cost accounting is a legiti­
mate trade association activity, and sub­
sequent consideration has merely 
strengthened this conviction. Collective, 
analytical study of the results of cost ac­
counting furnishes an invaluable supple­
ment to the individual cost accounting 
work. Comparison of results, analysis 
of results and the study and discussion 
of these results lead to the improvement 
of methods and the increase of efficiency. 
To prohibit collective study of costs for 
the purpose of their analysis, the de­
tection of errors, and the improvement 
of methods, is to shackle educative prog­
ress”
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Mutual Points in Law and Accounting
L. E. TERRY, C. P. A., Chicago.
The Legal and Accounting professions ob­
tained their present prestige through a grad­
ual and continuous growth. Both professions 
came into existence as a result of a social and 
economic demand. The legal profession al­
though rather crude in its inception, has, 
through the general expansion and improve­
ment of the legal structure been recognized 
for many years as one of the leading profes­
sions. Although accounting acquired its 
place among the recognized professions at a 
much later date, it is now generally conceded 
to be a very important factor in numerous 
forms of expansion and protection of financial 
interests.
Law and accounting have certain points 
which are very closely related; so much so 
that in certain classes of legal work, particu­
larly equity proceedings where an accounting 
is required, little progress can be made in a 
suit until an accounting is completed and the 
results presented before the master. There 
must be a definite and determinable basis 
for the proceedings, and the professional ac­
countant lays the foundation by obtaining 
his information from the books and records, 
submitting his report and cooperating with 
the attorney in the prosecution of the suit.
Certified Public Accountants may qualify 
as expert witnesses by virtue of the authority 
conferred upon them by the state. There­
fore having qualified as an expert witness the 
accountants’ testimony may be admitted as 
evidence on an equal basis with other expert 
testimony and accorded the usual weight 
and consideration given by the court.
This is only one of many cases where legal 
and accounting services are closely asso­
ciated in a common cause. Federal Taxes 
have added very materially to the work of 
the attorney and accountant during the last 
decade. Going still further we find legal and 
accounting services of primary importance in 
cases involving Corporate Reorganizations,
Incorporations, Recapitalizations, Receiver­
ships, Bond Issues, Probate and Distribution 
of Estates, Stock and Bondholders interests, 
etc. These and many other types of cases 
involve legal and accounting problems suffici- 
ently important to warrant employing both 
an attorney and accountant, specially trained 
to plan and work out each case as the circum­
stances may require.
In discussing the relation of the attorney 
and accountant, I have in mind only those 
practicing in the accounting profession as 
Certified Public Accountants, who have ac­
quired the right to practice as such by and 
under the authority of any one of the states.
Corporate Reorganizations, Consolidations 
and Mergers
Corporate reorganizations occur quite fre­
quently. A reorganization may be effected 
by a single company in being, or it may in­
clude a number, who desire to consolidate or 
merge into a larger corporation. A consoli­
dation or merger primarily gives the com­
panies a greater purchasing and marketing 
power, reduces the general overhead and fur­
nishes the means of acquiring additional 
working capital. Usually a corporation ex­
periencing a very limited financial growth, 
may be put on a substantial profit making 
basis through a reorganization, consolidation 
or merger. The element of management is 
one of the predominating factors in a re­
organization of this kind, but being foreign 
to the subject will not be discussed here.
Where a corporation decides to merge with 
one or more others, the stockholders are 
usually required to transfer their present 
shares for those of the new corporation. In 
some cases they are given the option of 
transferring their present holdings for stock 
in the new corporation or may be paid cash 
for the stock at its book value when the mer­
ger is effected. This is the common plan
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used in present day financing. This method 
requires a very definite handling of the legal 
and accounting points involved, so the at­
torney and accountant are employed to pre­
pare and carry out the legal and accounting 
matters. The attorney is consulted about 
the legal points involved in the merger; the 
accountant is consulted about the valuation 
of the company’s assets, the amount of its 
liabilities, and other accounting features. 
The plan for the merger always involves the 
question of the value of the capital stock. 
The value should be determined on a sound, 
uniform basis for all companies, so that all 
holders may receive a pro rata value in the 
stock of the new company.
The accountant should examine the ac­
counts of each company to determine if all 
assets shown in the company’s Balance Sheet 
are actually owned and on hand as of a given 
date. He must also ascertain if all liabilities 
are taken up and reflected in the accounts. 
This information is vital, because if the mer­
ger is effected on a certain valuation of stock, 
and it later develops that the value of the 
stock of one company was grossly overstated, 
the stockholders of that company will have 
received a greater value pro rata of the new 
stock than the stockholders of the other com­
panies who determined the correct value of 
the stock before exchanging their shares for 
the stock of the new company.
The value of the stock is always depend­
ent on the bona fide net worth of the com­
pany, which may be determined in the usual 
manner. The net worth may be overstated 
by including among the assets a large item 
of Goodwill, Appreciation of Fixed Proper­
ties, etc., having a very questionable value. 
This is especially true where these amounts 
have been arbitrarily taken up on the books 
without having been determined on a sound 
and logical basis.
When the merger has been agreed upon 
and the plan accepted by all the companies, 
a logical and equitable basis for distribution 
of the stock of the new company among the 
present holders should be determined. The
amount of stock to be authorized, and issued 
by the new company may be dependent on 
the combined value of the stock of the old 
companies, or it may be determined inde­
pendently of the value of the combined stock 
of the old companies. Quite frequently the 
stock authorized by the new company will 
exceed by far the value of the combined 
stock of the old companies, thus providing 
a means of acquiring additional working capi­
tal for future operations and expansion. The 
most desirable plan should be selected by the 
committee effecting the reorganization.
On examining the accounts of each of the 
companies, the accountant often finds it 
necessary to adjust the surplus account, in 
order that the value of the stock may be cor­
rectly shown. The reduction of the surplus 
simultaneously reduces the value of the indi­
vidual shares. The attorney, in working out 
the reorganization plan, should be guided by 
the adjusted value as shown in the account­
ant’s report on the financial condition of each 
of the various companies. Having obtained 
these reports from dependable sources the at­
torney and the reorganization committee will 
be assured of a logical basis on which the 
plans of the merger may be worked out with 
a definite degree of fairness to all stockhold­
ers. The stock of the new company may 
then be issued according to the ratio deter­
mined by the committee.
Receiverships
Quite frequently an attorney is appointed 
receiver for an insolvent concern. In this 
case the need for legal and accounting serv­
ices is very evident. When the attorney takes 
charge of a large company for the purpose of 
winding up its business or to conserve its 
properties pending a plan of reorganization 
and continued operation, he invariably ap­
points an accountant to determine the value 
of the assets on hand and liabilities owing, 
and an engineer to determine the present 
physical value of the operating properties. 
Should the stockholders or reorganization 
committee, in the best interests of the stock­
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holders, decide to discontinue operations, the 
attorney may use the values shown in the 
accountants’ and engineers’ report as a basis 
for a later distribution among creditors and 
stockholders.
It would be rather a dangerous undertak­
ing to distribute any of the assets even 
among creditors before first determining 
from authoritative sources the exact amount 
available for distribution. If the assets were 
all bona fide and free from claims this would 
he an easy matter, but such is not always 
the case. Quite frequently the Accounts Re­
ceivable are pledged as collateral to a loan; 
Inventories on hand have a small market 
value; investments are over-valued; the 
Fixed Properties are subject to a lien, and 
are also obsolete or greatly depreciated in 
value; a large contingent liability exists with 
respect to Notes Receivable discounted; un­
disclosed contingencies may exist in the form 
of suits pending on patent infringements or 
one of the principal methods of financing 
breach of contract; and many other features 
which affect the final distribution to creditors 
and stockholders. Knowing that in many 
cases the facts disclosed in the books are un­
reliable or incomplete, the attorney recom­
mends that an accounting be made before 
liquidating any of the liabilities or distribut­
ing the residue of the assets among the stock­
holders. When distribution is made on the 
basis of the accountant’s report, the attorney 
may well consider his part of the work 
greatly aided by knowing the value of the 
property he has taken over as a receiver.
Bond Issues
Another important phase of the profes­
sional relation is presented in working out 
the details of a bond issue. Those who have 
studied finance or have come in contact with 
the same principles in practice will no doubt 
be familiar with the many legal and account­
ing phases involved in preparing and market­
ing an issue of bonds or short term notes. 
The question is primarily one of finance.
Bonds and short term notes constitute 
the medium sized and larger enterprises.
This is particularly true of railroads and pub­
lic utilities. Bond financing is also quite 
prominent among the larger individual own­
ers of office buildings, hotels and apartment 
houses, although of quite a different nature 
than that found among our representative 
industries.
The importance of Bond and short term 
Note financing can not be too strongly em­
phasized. Capital may be secured from the 
sale of the paper and the interest rate and 
retirement arranged to suit the company’s 
convenience. The legal and accounting points 
involved in these issues are very important, 
because without proper legal provisions and 
verification of assets, liabilities and earnings, 
the issue may be of little value to the holders. 
We find frequently that a thousand-dollar 
bond has an economic value equal to that of a 
piece of waste paper of the same dimensions 
and quality. This, however, is very seldom 
the case when the issue is carefully gone into 
before it is sold, unless of course there has 
been an abrupt turn in economic conditions 
after the issue is marketed. A reputable 
broker or syndicate will not float an issue of 
bonds or notes unless they are first assured 
of its validity. The bonds must always be 
supported by a reasonable margin of security 
and a good earnings record for a period of 
years, which may be determined by an ade­
quate Financial Investigation.
The validity may be determined by the 
attorney, the security by the accountant; 
combining the work of both professional men 
we form the basis on which the entire issue 
will be accepted or rejected. If the legal de­
tails are not carefully gone into by a com­
petent attorney, legal defects may be pres­
ent in the agreement which will seriously 
affect the security of the holders and impair 
their rights in subsequent foreclosure pro­
ceedings. Many times these defects are not 
discovered until suit is brought and it is then 
too late to remedy the defect so that the 
security holders will be entitled to all bene­
fits originally intended by the parties.
Determining the company’s title to the
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property is generally considered to be one 
of the most important legal features involved 
in the issue. Next in order of importance we 
have the Trust Agreement. Bonds are usu­
ally issued under a trust agreement which 
designates the property incumbered by the 
mortgage and the conditions under which it 
is made; the amount of the issue; whether it 
is to be redeemed serially or at the end of a 
specified term of years; denominations to be 
issued; term of the issue; rate of interest; 
amount, if any, to be placed in a sinking fund 
to redeem the bonds when due; if convertible 
on redemption date into capital stock of the 
company; name of Trustee, and other special 
features peculiar to this type of financing. 
The entire trust agreement should be drawn 
up by an attorney setting out fully the con­
ditions and provisions of the issue.
We will now consider the accountants’ 
part of the work. In most instances he is 
called in by a broker who intends to market 
or participate in marketing the issue. His 
report is usually very broad in its scope and 
during recent years in certain instances has 
gone beyond the strict accounting features 
by including some phases of Industrial Engi­
neering. The value of having the engineer­
ing and accounting features combined in the 
same report is now generally recognized by 
leading banks and brokerage houses. Where 
the engagement is large enough to warrant a 
study of the engineering features it should 
be strongly urged by both attorney and ac­
countant.
In making a Financial Investigation for 
the purpose of reporting to a bank or broker, 
the accountnant should cover a sufficient 
number of years to show the general trend 
of the business, or what might be considered 
a representative period. This usually ex­
tends over a period of five to ten years. 
When the investigation covers a long period 
of time, a Balance Sheet at the beginning 
and end of the period with comparisons, ac­
companied by the report on Balance Sheet 
items will show the general financial trend 
of the business for the period intervening
between the prior and current date. There 
is, however, another phase equally or even 
more important, viz., that of the earning 
power over the same period of years. The 
earning power alone may determine the value 
of the bonds, as will be presently explained.
A corporation must depend on its earnings 
for its corporate existence. If the earnings 
are insufficient to meet the operating ex­
penses, provide for depreciation of its prop­
erties, pay the interest on its indebtedness, 
and add a reasonable amount annually to the 
surplus account, then it must be considered 
an unsuccessful corporation.
The Balance Sheet does not disclose this 
information, hence the accountant should ex­
amine the operating accounts for a period of 
time to determine the general policy of hand­
ling Renewals and Replacements of prop­
erties ; if adequate Depreciation Reserves 
have been provided; provisions made for bad 
Debts in the respective years; and also if 
sufficient provision has been made for addi­
tional Federal Taxes which may be due the 
Treasury Department on a later audit of the 
returns. If the company carries a large item 
of Good Will, Patents or Trade-Marks on the 
books, the value of each should be properly 
determined according to standard practice 
and the amounts adjusted to agree with the 
sound value or actual worth to a going con­
cern. Oftentimes large items representing 
intangibles have a very small intrinsic value 
on account of the previous discontinuance 
of the product on which the patent was 
granted.
By presenting a Statement of Profit and 
Loss for a suitable period of years (usually 
five to ten, depending, of course, on the 
length of time the company has been oper­
ating) with appropriate comments, accom­
panied by a Comparative Balance Sheet as 
previously explained, the accountant has laid 
a foundation on which the broker may safely 
accept or reject the issue. Should the earn­
ings or security underlying the issue be in­
adequate, the broker may reject the issue 
and the corporation will be forced to look
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elsewhere for marketing its bonds, or seek 
another form of financing. Where an issue 
of bonds fail through lack of security the 
corporation may be forced to float a specula­
tive form of security or offer the issue at a 
substantial discount.
Summing up the relations of the attorney 
and accountant in preparing an issue of 
Bonds, we find the legal and accounting fea- 
tures are closely related. The success of the 
financing program depends largely on these 
features. Without the legal work the issue 
could not be properly written up and mark­
eted; without the accountant’s report the 
underlying security would be questionable, 
and if the report is unfavorable the whole 
issue may fail. Obviously the importance of 
having each of these phases carefully gone 
into by men well qualified to handle this class 
of work, can not be too strongly emphasized.
Enforcing a Stockholder’s Statutory Right
Another case of mutual employment of the 
attorney and accountant occurs when a stock­
holder of a corporation wishes to exercise 
his statutory right in examining the corpor­
ation books. Feeling that he has been de­
frauded and intending to bring suit to re­
cover, the stockholder employs his attorney 
to start legal proceedings. The attorney starts 
the action, or perhaps suggests first that an 
accountant be employed to determine if the 
stockholders assertions are well founded. 
The accountant makes a cursory examina­
tion, finds that certain transactions are in 
line with the clients allegations and makes an 
arrangement for the necessary accounting 
work. The attorney then files the Bill alleg­
ing certain facts and later on when the 
fraudulent transactions alleged have been 
disclosed by the accountant, the books and 
records may be brought into court, and the 
necessary data taken therefrom to support 
the allegations set out in the Bill. The ac­
countant must then qualify as an expert wit­
ness, after which he may explain the nature 
and amount of the various transactions in
question. Thereupon his explanation and 
affiliated testimony may be received into the 
record as evidence.
The attorney may, upon ascertaining the 
amount of the stockholder’s claim from the 
findings in th e  accountant’s report, use this 
as a basis for the amount due his client and 
set it up as the amount of his claim. This 
procedure is quite frequent where the stock is 
held by a few persons and especially where 
the holdings are within the family circle.
This illustrates one more phase of pro­
fessional work where the combined services 
of the attorney and accountant are essential 
in order that the suit may be prosecuted in 
the best interests of the client.
This article points out very briefly some 
of the more common forms of cases requiring 
the services of both the attorney and ac­
countant. Any one of these features may 
be used as the basis for an elaborate discus­
sion, but the purpose here is to merely show 
the close relation in certain cases without 
pursuing in detail all of the work involved in 
each. There are many others of equal impor­
tance which the practitioner will readily 
recognize, and it is fully expected that as 
times goes on there will be a closer relation­
ship established between the members of 
both professions through attentive coopera­
tion in these mutual cases. When the pro­
fessional accountant realizes fully the im­
portance of legal advice on definite legal prob­
lems he may encounter in his accounting 
practice, and the attorney is willing to con­
sult a Certified Public Accountant on account­
ing matters involved in the different classes 
of cases he handles, there is no doubt that 
the service to the client will be far superior 
to that where the importance of specialized 
advice is entirely disregarded by both parties.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 225
Constitutionality of Accountancy Laws
<Reprinted through courtesy of The American Institute of Accountancy and The Journal of Accountancy 
from the Bulletin of the American Institute of Accountants for February 16, 1925)
Washington, D. C.,
January 26, 1925.
Memorandum on Constitutionality of Laws Pro­
hibiting the P ractice of Public Accountancy by 
Persons, Who Have Not Complied W ith the Re­
quirements of a  State Board.
Various states have laws which provide for an 
exam ining board which may issue certificates show­
ing th at the holder is a certified public account­
ant, and these laws are generally admitted to be a 
proper exercise of the police power of the states: 
Lehm an v. State Board, 208 (A la .), 185, 263 U. S. 
394 , 94 So. 94 ; People v. Marlow, 203 N. Y. Sup. 
4 7 4 ; Henry v. State (T ex .), 260 S. W. 190 ; State 
v. De Verges (L a .) , 95 So. 805.
The American Institute of Accountants wishes to 
secure the passage of legislation prohibiting the 
practice of public accountancy by persons who do 
not hold licenses issued by the state boards. Such 
a  law enacted in Oklahoma has been declared un­
constitutional by the supreme court of that state. 
A  sim ilar law in Maryland has not yet come before 
th e courts.
Our opinion has been requested as to the consti­
tutionality of such legislation.
G eneral Consideration of Constitutional Questions 
A statute prohibiting the practice of public ac­
countancy by unlicensed persons must be consid­
ered in the light both of the United States Consti­
tution and the constitution of the particular state 
in  which the law is passed. A law offensive to 
either constitution would be invalid. The provision 
of the United States Constitution usually cited in 
opposition to such a statute is the fourteenth  
amendment which provides in part as follows:
“No state shall make or enforce any law which 
shall abridge the privileges or immunities of citi­
zens of the United States; nor shall any state 
deprive any person of life, liberty, or property, 
without due process of law; nor deny to any per­
son within its jurisdiction the equal protection of 
the laws.”
The state constitutions generally have provisions 
sim ilar to the fourteenth amendment and there are 
often specific provisions which may be cited argu­
m entatively against a law of this sort. We have 
not studied the details of the forty-eight state con­
stitutions in connection with this opinion. In gen­
eral, however, the following arguments against 
constitutionality can be expected:
1. That it deprives the unlicensed accountant 
of property, viz., the right to earn a livelihood.
2. That it abridges the right of free contract on 
the part of the unlicensed accountant and on the 
part of the person who wishes to employ him.
3. That it denies the unlicensed accountant the 
equal protection of the laws.
4. That it creates a monopoly or grants exclu­
sive rights.
5. That it grants the examining board arbitrary  
power or legislative power as to making rules.
If the laws are to be sustained the reasoning will 
probably be along the following lines:
1. That these laws are a proper exercise of the 
police power of the state.
2. That they are for the general benefit of the 
public of the state in preventing unskilled persons 
from holding themselves out to the public as ac­
countants.
3. That there is no delegation of legislative 
power but simply an authorization to the board to 
make reasonable regulations within limits set by 
the legislature.
4. That no specific clause of the particular state  
constitution is violated.
Analogy of Laws Regulating Various Occupations 
Which Affect the Public Health and Safety
Statutes prohibiting the practice of various pro­
fessions and occupations by persons not licensed by 
a state board after compliance with reasonable 
tests of fitness have been held constitutional on the 
ground that the right to earn a livelihood may be 
limited by a statute which is a reasonable exercise 
of the police power of a state. These cases include 
the following: Architects, Klafter v. State Board  
of Examiners, 259 Ill. 15 ; barbers, State v. Zeno 
(M inn.), 81 N. W. 748 ; State v. Briggs (O reg.), 
77 Pac. 750 ; Cooper v. Rollins, 152 Ga. 588 ; den­
tists, Douglas v. Noble, 261 U. S. 165 ; locomotive 
engineers, Smith v. Alabama, 124 U. S. 465 ; mo- 
tion-picture machine operators, State of Maryland, 
ex rel. Frank M. Elbert v. Daniel J . Loden, 83 Atl. 
564 (M d.); pharmacists, State v. Heinemann, 80 
(W is.) 257 ; State v. Forcier (N. H .), 17 Atl. 577 ; 
physicians, W atson v. Maryland, 218 U. S. 173 ; 
Rutz v. Michigan, 188 U. S. 506 ; Dent v. W est 
Virginia, 129 U. S. 114 ; plumbers, Singer v. State, 
72 Md. 464 ; Commonwealth v. Beaulieu, 213 Mass. 
142; plumbers ( “master or employing plumber” ) ,  
People Nechamcus v. W arden of City Prison (N. 
Y .) , 27 L. R. A. 718.
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Opponents of the proposed accountancy laws will 
contend that these cases can be distinguished in 
that the professions and trades involved all were 
regulated for reasons relating to the public health 
and safety which do not apply in the case of ac­
countancy. Probably the best answer to such an 
argument is simply to say that the same power 
which permits the state to safeguard the health of 
the public will also permit the safeguarding of the 
pocketbooks of the public. Thus, in the leading 
case of Dent v. W est Virginia, 129 U. S. 114, in 
which the Supreme Court of the United States held 
that a state statute requiring physicians to procure 
a certificate was not unconstitutional the reasons 
given appear to be broad enough to cover public 
accountancy. The court said:
“ * * * But there is no arbitrary depriva­
tion of such right (to practice medicine) where its 
exercise is not permitted because of a failure to 
comply with conditions imposed by the state for 
the protection of society. The power of the state 
to provide for the general welfare of its people 
authorizes it to prescribe all such regulations as in 
its judgment will secure or tend to secure them 
against the consequences of ignorance and inca­
pacity as well as of deception and fraud. * * * 
The nature and extent of the qualifications required 
must depend primarily upon the judgment of the 
state as to their necessity. If they are appropriate 
to the calling or profession, and attainable by rea­
sonable study or application, no objection to their 
validity can be raised because of their stringency 
or difficulty. It is only when they have no relation  
to such calling or profession, or are unattainable 
by such reasonable study and application, that they 
can operate to deprive one of his right to pursue 
a lawful vocation.
“ * * * Everyone may have occasion to con­
sult him, but comparatively few can judge of the 
qualifications of learning and skill which he pos­
sesses. Reliance must be placed upon the assur­
ance given by his license, issued by an authority  
competent to judge in that respect, that he pos­
sesses the requisite qualifications. * * * ”
(Underscoring and parenthesis ours.)
This decision was cited by the Louisiana court 
as applicable to public accountancy in Louisiana 
v. De Verges (L a .) , 95 So. 805.
Analogy of Cases Regulating the Practice of Law
It has always been recognized that the practice 
of law might be regulated (except perhaps in In­
diana which has a curious constitutional provision), 
and the constitutionality of the statutes making 
illegal practice a crime has been conclusively estab­
lished.
There are, of course, important differences be­
tween the professions of law and accountancy, and
in order to determine the weight of the cases re­
gulating the practice of law we must examine these 
differences and their bearing upon the cases:
The law is a very ancient profession; account­
ancy a young one, in America at least. Long be­
fore the enactment of the Federal Constitution o r  
the state constitutions it was established that no 
one had an inherent right to practice law in cou rt: 
46, In Re Mattox, 93 Md. 727 ; State v. Sullivan, 
35 Okla. 745. Since there was no inherent right 
to practice law in court, the various constitutional 
provisions protecting persons in inherent rights are  
not violated by any statute regulating the practice  
of law in courts.
The lawyer is an officer of the court— E x Parte  
Garland, 4 Wall. 333 ; Savings Bank v. W ard, 100  
U. S. 195, and it may be urged that the regulation  
of lawyers is simply incidental to the promulgation 
of rules by the court for its protection.
The regulation of lawyers, however, is histori­
cally a legislative rather than a judicial power: 
Application of Cooper, 22 N. Y. 81 ; Cousins v. 
State, 50 Ala. 113 ; Jones v. Page, 44 Ala. 657 ; 
Bradwell v. State, 16 Wall. 130. And lawyers are  
regulated not merely because they have always 
been and because they are court officers, but be­
cause the protection of the public demands such 
regulation: Lent v . Portland, 42 Oreg. 488, 71 Pac. 
645; People v. Taylor, 56 Col. 441 ; People v. Al- 
fani, 227 N. Y. 334, 125 N. E . 671. Moreover, th is  
regulation is not confined to practice before, the 
courts but extends to the giving of professional 
advice: In re Duncan, 83 S. C. 186 : Savings Bank 
v. W ard, 100 U. S. 195 ; People v. Taylor, 56 Col. 
441; People v. Alfani, 227 N. Y. 334, 125 N. E . 6 7 1 .
There is a decided similarity between the profes­
sions of law and accountancy. The good or ill. 
performance of the duties incident to neither pro­
fession has any relation to what is known in law 
as the “public health.” Both deal with property.
The office lawyer and the accountant both give 
expert advice upon which business affairs are con­
ducted. In questions of organization and reorgani­
zation of corporations, creation of bond issues, 
bankruptcy, settlement of partnership accounts, 
administration of estates, etc., the accountant ex­
amines the figures involved and gives an expert 
opinion on the financial situation resulting there­
from, and the lawyer examines the facts, including 
perhaps the report of the accountant, examines 
the statutes and decisions, and gives an expert 
opinion on the legal questions involved. Both hold 
themselves out to the public as possessed of ex­
pert knowledge in their respective lines. Both are 
employed from time to time by different clients 
who must rely upon their skill and who may suffer 
great financial losses through lack of skill.
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Under present conditions in taxation, the pro­
fession of accountancy has in another aspect come 
very close to the practice of law. Great numbers 
of tax cases are presented before the bureau of 
internal revenue, and even before the new board 
of tax appeals, by accountants without having any 
lawyer connected with the case. While lawyers 
may doubt the ability of any accountant lacking 
legal training to present competently a m atter in­
volving a question of statutory construction, the 
fact remains that such presentations are made, and 
the ability of the accountant to make such a pre­
sentation is recognized by the bureau of internal 
revenue and by the board of tax appeals. Thus, 
tax cases which are in effect litigation as important 
financially as cases in court are being entrusted to 
accountants by business men all over the country.
It would seem therefore that the cases which 
allow the regulation of lawyers because of the 
necessity of protecting the public from bad advice 
are broad enough in principle to cover account­
ancy as well.
Analogy of “Blue-Sky Laws”
Statutes have been passed by many states requir­
ing dealers in securities to obtain licenses which 
are issued by state boards upon satisfactory evi­
dence of the good business repute of the applicants 
and their agents and which may be revoked on 
evidence of bad repute. The constitutionality of 
these laws was assailed on the ground that they 
were an illegal control of a private business, but 
they have been sustained by the state courts and 
by the United States Supreme Court: Hall v. 
Geiger-Jones Co., 242 U. S. 539, and other cases.
It will be apparent, of course, that the police 
power of the state which was involved in these laws 
was concerned directly with the protection of the 
property of the people of the state. These laws 
had nothing to do with the public health.
The cases have another important analogy in 
that in the Oklahoma accountancy case, which is 
hereafter discussed, the point was made that ac­
countancy did not affect all the people of the state 
but only business men who went to accountants. 
Obviously, the sale of securities may affect no 
greater number or variety of people. The blue-sky 
laws were, nevertheless, sustained as being a rea­
sonable exercise of the police power in the protec­
tion to the public.
Question of Delegation of Arbitrary Power or 
Legislative Power
In many cases involving the constitutionality of 
regulative laws of this sort the point has been 
urged that there is an illegal delegation of arbi­
trary  power or of legislative power. Happily, the 
law on this point has become reasonably clarified
by a line of cases, the most recent of which is 
Douglas v. Noble, 261 U. S. 165, decided by the 
Supreme Court of the United States in 1923.
That case involved a statute of the State of 
Washington providing that only licensed persons 
should practice dentistry. It vested the authority  
to license in a board of examiners and required  
that persons desiring to practice should apply to 
that board and undergo examination before it. 
Every person of good moral character with a di­
ploma from a reputable dental college was declared 
eligible, and if he or she passed the examination, 
became entitled to a license.
It was conceded that the legislature might, if  
consistent with the state constitution, confer upon 
an administrative board the power to determine 
whether or not the applicant possessed the quali­
fications which the legislature had declared to be 
necessary. But the argument was made that since 
the act did not state in terms what the scope and 
character of the examination should be, arbitrary  
power was conferred upon the board to grant or 
withhold licenses. It was pointed out that the 
statute did not in terms direct that the examina­
tion should relate to the applicant’s qualifications 
to practice dentistry; that it did not describe the 
subjects on which the applicant should be ex­
amined or whether proficiency should be deter­
mined by knowledge of theory or by requiring 
applicant to demonstrate skill with the tools and 
m aterials of the profession; that it did not provide 
whether the examination should be oral or written 
or what percentages of correct answers should be 
required to pass the examination; and that it did 
not require the keeping of records of the proceed­
ings which could be used for purposes of review.
In spite of these objections the court held the  
statute constitutional. It was conceded by the 
court that if the statute had purported t o  confer 
arbitrary discretion to withhold a license or to 
impose conditions which had no relation to the ap­
plicant’s qualifications to practice dentistry, it  
would have violated the due process clause of the  
fourteenth amendment. The courts of W ashing­
ton had held, however, that the statute was not to  
be considered an arbitrary one but that if there 
was an abuse of authority by the board the rem ­
edy was to review its conduct by some appropriate 
proceeding in court. The supreme court followed 
this construction of the state courts.
The supreme court was further of opinion that 
the statute did not involve any illegal delegation 
of legislative power, the court saying:
“The statute provides that the examination shall 
be before a board of practicing dentists; that the  
applicant must be a graduate of a reputable dental 
school; and that he must be of good moral ch ar­
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acter. Thus, the general standard of fitness and 
the character and scope of the examination are  
clearly indicated. W hether the applicant possesses 
the qualifications inherent in that standard is a 
question of fact. Compare Red “C” Oil Co. v. 
Board of Agriculture, 222 U. S. 380, 394, 56 L. ed. 
240, 245, 32 Sup. Ct. Rep. 152. The decision of 
th at fact involves ordinarily the determination of 
two subsidiary questions of fact. The first, what 
the knowledge and skill are which fit one to prac­
tice the profession. The second, whether the appli­
cant possesses that knowledge and skill. The lat­
ter finding is necessarily an individual one. The 
former is ordinarily one of general application. 
Hence, it can be embodied in rules. The legis­
lature itself may make this finding of the facts of 
general application, and, by embodying it in the 
statute, make it law. When it does so, the func­
tion of the examining board is limited to deter­
mining whether the applicant complies with the re­
quirements so declared. But the legislature need 
not make this general finding. To determine the 
subjects of which one must have knowledge in 
order to be fit to practice dentistry; the extent of 
knowledge in each subject; the degree of skill 
requisite; and the procedure to be followed in con­
ducting the exam ination;— these are matters ap­
propriately committed to an administrative board. 
Mutual Film Corp. v. Industrial Commission, 236 
U. S. 230, 245, 246, 59 L. ed. 552, 560, 35 Sup. 
Ct. Rep. 387, Ann. Cas. 7916C, 296. And a legis­
lature may, consistently with the Federal Consti­
tution, delegate to such board the function of de­
termining these things, as well as the function of 
determining whether the applicant complies with 
the detailed standard of fiitness. Reetz v. Michi­
gan, 188 U. S. 505, 47 L. ed. 563, 23 Sup. Ct. Rep. 
390. That the scope of the discretion here granted  
to the examining board was well within the limits 
allowed by the Federal Constitution, and that it is 
not to be presumed that powers conferred upon the 
administrative boards will be exercised arbitrarily, 
are settled by New York ex rel. Lieberman v. 
Van de Carr, 199 U. S. 552, 50 L. ed. 305, 26 Sup. 
Ct. Rep. 144 .”
We do not see anything in the statutes which 
have already been passed, or the proposed statutes 
prohibiting the practicing by unlicensed account­
ants, which is in conflict with the constitutional 
rules as to the delegation of power laid down by 
the United States Supreme Court in this case. If 
model legislation is to be prepared it should be 
studied with a view to this question. However, in 
the absence of some specific prohibitory provision 
in some state constitution, we can be sure that 
even if some laws may be declared unconstitutional 
as a delegation of arbitrary power, it is possible
to draw a law which will not be declared uncon­
stitutional on that ground and experience will 
show the way to do it.
Consideration of Oklahoma Case
The supreme court of Oklahoma, in the case of
 State v. Riedell, recently decided that a law of 
that state was unconstitutional which provided 
that it was unlawful for anyone not a holder of a 
certificate to engage in the practice of accountancy 
for compensation or to hold himself out as a public 
expert accountant or auditor. The court discussed 
cases which had been presented in argument up­
holding various laws preventing the unlicensed 
practice of medicine, dentistry, etc., and stated that 
all of these professions affected the people of the 
state generally while the profession of accountancy 
touched a particular class only, that is people en­
gaged in business enterprises requiring the services 
of accountants. The court said further that ac­
countancy was an exact science, the argument be­
ing that the client did not have to rely on the 
expert skill of the accountant but could himself 
prove the correctness or incorrectness of the ac­
countant’s statements. The court held that the 
case did not fall within the police power of the 
state and that the law was unconstitutional in that 
it made unlicensed accountants seek other employ­
ment outside of their profession and in that per­
sons desiring the services of accountants were 
limited to the licensed list.
It seems to us that the logic of this case is 
faulty. Broadly speaking, all the people of the 
state are engaged in the occupation of making 
money or conserving money if they already have 
it. It seems to us that the accountant who holds 
himself out as a public accountant touches and 
affects all of the people of the state just as much 
as a person who holds himself out to be a public 
doctor. True, comparatively few people of the 
state may go to the accountant, but few may go to 
the particular doctor. Some lucky people may 
never have to go to any doctor. The fact is, how­
ever, that everyone wishes to conserve his fortune 
in the same way that he wishes to conserve his 
health, and everyone having sufficient knowledge 
would go to an accountant as to a doctor if occa­
sion arose.
As to accountancy being an exact science, this 
statement of the court simply is not in accordance 
with the facts. While the figures shown by the 
books examined may be exact, the conclusions 
drawn therefrom certainly call for expert opinion, 
as to which skilled accountants may differ in the 
same way that doctors may differ on a diagnosis 
or lawyers may differ in their opinion on a case.
In the New York and Louisiana cases, while the 
courts expressly confined the scope of the decisions
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to the laws which were before them and which 
dealt only with the use of the words “certified pub­
lic accountant,” the courts clearly expressed the 
view that accountancy is a difficult science and 
that its regulation is for the general benefit of the 
public.
“ (The statute) is legislation ‘in the public in­
terest and for the general welfare’ and the legis­
lature unquestionably had and has the power to 
regulate the highly skilled and technical profes­
sion of public accountant in the measure which it 
did. * * * The statute affecting certified public 
accountants in this state was enacted, not alone to 
prevent fraud, but as well to assure the public that 
persons practicing public accountancy as experts, 
certified as such, have met our standards of quali­
fications and tests, fixed by law, or in accordance 
with the rules and regulations authorized there­
under.” People v. Marlow, 203 N. Y. Sup. 434.
“It is true that neither morals, health, nor safety 
of anyone is jeopardized by the practice of this 
profession, however incompetent a person may be, 
but the power of the state in m atters of this sort 
is not confined to professions involving such conse­
quences. It may also act whenever the general 
welfare requires to protect the public in the skilled 
trades and professions against ignorance, incom­
petence, and fraud.” (Then followed a long quo­
tation from Dent v. W est Virginia, 129 U. S. 114.) 
“We think, therefore, that the legislature, in the 
public interest and for the general welfare, un­
questionably had and has the power to regulate 
the highly skilled and technical profession of pub­
lic accounting in the measure which it did.” State 
v. De Verges (L a .) , 95 So. 805.
Question of Specific State Constitutions
We do not conceive that a detailed study of each 
of the forty-eight state constitutions is necessary 
in this opinion, since the question before the In­
stitute is whether it is worth while to go ahead in 
the effort to secure further regulatory legislation 
generally throughout the United States.
If any state constitution expressly stated, “There 
shall be no regulation of the profession of account­
ancy,” that would, of course, be conclusive. There 
may be language in some constitutions not so 
specific as this but which may cause trouble. We 
believe, however, that broadly speaking we have 
covered the possibilities of the state constitutions 
as well as of the United States Constitution.
Conclusion
From  the foregoing we are of opinion that the 
practice of public accountancy is one which affects 
the people of the state generally and it may be 
regulated in a reasonable way in proper exercise of 
the police power of the state without violation of
the federal constitution or of the state consti­
tutions (unless some state constitutions have un­
usual provisions which have not come to our at­
tention). We believe that a law prohibiting the 
practice of public accountancy by persons not 
licensed by a state board as a result of the compli­
ance with reasonable requirements is constitu­
tional.
Care should be taken in the preparation of such 
laws that the prohibition should apply only to the 
public practice of accountancy. Such a law could 
prohibit the use of the words “certified public ac­
countant” or even “accountant” on the stationery  
of an unlicensed person or on the door of his office 
or the holding out to the public that he is a cer­
tified public accountant or even an accountant, or 
the giving of an opinion in writing certifying as to  
any accounting m atters and purporting to be made 
by a certified public accountant or by an account­
ant. But the law should not be broad enough to 
forbid the private employment of any individual 
by another individual to do bookkeeping, give 
financial advice, or do anything else that is done 
by accountants. In that respect we believe that 
some of the provisions of the proposed New York  
law are too broad. The law should be kept within 
public bounds.
The foregoing is our opinion as a logical deduc­
tion from the decisions of the courts. As a prac­
tical m atter it must be recognized that one state  
has already declared such a law unconstitutional, 
and it is quite possible that some other states will 
take the same view. We believe, however, if the 
laws are drawn along the lines that we have in­
dicated most of the states will hold them consti­
tutional.
We are confident that they will be held consti­
tutional by the United States Supreme Court fol­
lowing the principles of the Dent and Douglas 
cases.
COVINGTON, BURLING & R U B LEE.
J . Harry Covington.
Spencer Gordon.
Note From  the Heckville Bugle.
“Our distinguished citizen, Colonel Guzzler, the 
Civil W ar veteran, recently celebrated the fiftieth 
anniversary of his marriage. The Colonel tells 
some interesting stories of the great conflict.”—  
Iowa Frivol.
“Organization,” says some wise fellow, “is the 
art of getting men to respond like thorough­
breds. When you cluck to a thoroughbred, he 
gives you all the speed, strength of heart, and 
sinew in him. When you cluck to a jackass, he 
kicks.”— The Bean.
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New C. P. A. Law for Tennessee
SENATE B IL L  No. 258
(Brown)
AN ACT To establish a State board of accountancy 
and to prescribe its duties and powers; to 
provide for the granting and revoking of cer­
tificates to accountants who qualify under the 
provisions of this act; the registration and 
licensing of public accountants in practice; 
and to provide penalties for violation of this 
act.
Section 1. Be it enacted by the General As­
sembly of the State of Tennessee, That there is 
h ereby established a State Board of Accountancy 
to consist of seven members to be appointed by the 
Governor, within sixty days after the passage of 
this act, as follows: Two public accountants from 
west Tennessee for terms of one and two years, 
respectively; two public accountants from middle 
Tennessee for terms of two and three years, re­
spectively; two public accountants from east Ten­
nessee for terms of one and three years, respec­
tively; and a reputable practicing attorney, who 
is not also a public accountant, to be appointed 
from the State at large for a term of three years.
All members of the board shall be citizens and 
residents of this State and each accountant who is 
appointed shall have been actively engaged in 
practice, either on his own account or as a senior 
accountant upon the staff of a reputable practic- 
ing accountant for at least five years next preced­
ing his appointment. The attorney serving on the 
board shall be qualified to practice before the 
h ighest courts in this State.
Upon the expiration of each of the terms afore­
mentioned a successor shall be appointed by the 
Governor in the same manner except that all suc­
ceeding appointments after the first shall be for 
a  term of three years in each and every instance. 
No member shall be eligible for reappointment on 
the board within three years next following the 
expiration of his term . Any vacancies that may 
occur from any cause shall be filled by appoint­
ment by the Governor, for the unexpired term, in 
the same manner as the regular appointments.
Section 2. Be it further enacted, That any citi­
zen of the United States (or person who has duly 
declared his intention of becoming such citizen), 
being over the age of twenty-one years and of good 
m oral character, residing or having an office in the 
State of Tennessee, who shall, as hereinafter pro­
vided receive from the Tennessee State Board of
Accountancy, herein called the board, a certificate 
to practice as a certified public accountant, shall 
be known and styled as a certified public account­
ant, but no other person, nor any corporation, nor 
any partnership, shall assume such title, or any 
other words, letters or abbreviations tending to 
indicate that the person, firm or corporation so 
using the same is a certified public accountant.
Section 3. Be it further enacted, That examina­
tions of persons applying for certificates under this 
act shall be held in Nashville, or elsewhere within 
the State as the board may elect, at least twice 
each year or oftener, at the discretion of the board. 
The subjects in which applicants shall be examined 
are: (1 )  Theory of accounts; (2 )  practical ac­
counting; (3 )  auditing; and (4 ) commercial law, 
as affecting accountancy.
No person shall be permitted to take such ex­
amination unless he shall have been practicing 
continuously on his own account as a public ac­
countant for at least one year; or shall have been 
continuously employed in the office of a public 
accountant as an assistant for at least two years; 
or shall have been continuously employed as chief 
or head bookkeeper for at least three years; or 
shall present an academic diploma or other equally 
satisfactory evidence in such manner as required 
by the board, proving that he has successfully 
completed a course of studies and instructions in 
any State or county which is the equivalent to the 
requirements for graduating from the highest 
grade of high schools in this State.
All examinations herein provided for shall be 
conducted by the State Board of Accountancy, or 
by a majority thereof. The time and place for 
holding examinations shall be duly advertised for 
not less than three consecutive days in at least 
one daily newspaper published in each of the four 
most populous cities of the State not less than 
thirty days prior to the date of each examination.
The board may make all needful rules and regu­
lations regarding the scope of the examinations, 
the method and the time of filing applications for 
examination, and all other rules and regulations 
necessary to carry into effect the purposes of this 
act.
The questions propounded at said examination 
shall be submitted to the entire board before being 
adopted, and shall be certified by the said board 
as a reasonable and fair test of the candidate’s 
qualifications, and as reasonably susceptible of 
answer or solution in the time allowed. Each sub­
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ject shall be marked separately, and every appli­
cant shall be required to obtain a mark of seventy- 
live (7 5 ) per cent in each subject upon which he is 
examined.
All examination papers shall be preserved for 
a  period of ninety days after each applicant shall 
have been notified as to his gradings and any 
applicant shall, upon written request to the board, 
have access to his papers and a statement of the 
reasons for the grading given.
Section 4. (a ) Be it further enacted, That the 
board shall waive the examination of any person 
possessing the qualifications stated in Section 2 of 
this act who (1 ) is the holder of a C, P. A. cer­
tificate issued under the laws of another State 
which extends similar privileges to certified pub­
lic accountants of this State; provided, the require­
ments of said certificate in the said State are, in 
the opinion of the board, equivalent to the re­
quirements in this State; (2 )  is the holder of a 
certificate of certified public accountant, or char­
tered accountant, or the equivalent thereof, issued 
under the laws of any foreign government; pro­
vided, the requirements for said certificates are, in 
the opinion of the board, equivalent to the require­
ments of this State; (3 )  has, for at least five years 
next preceding the date of his application, been 
practicing as a public accountant, either maintain­
ing an office, or serving as an accountant upon the 
staff of a reputable practicing public accountant 
four years of said five years service to have been 
as a senior accountant, the last twelve months of 
which practice shall have been in this State, and 
who shall apply in writing to the board within 
three months after April 1st, 1925. All persons 
qualifying under clauses one, two and three of 
this section shall receive certificates as certified 
public accountants. Provided that nothing herein 
contained shall be construed as invalidating any 
certificate issued under prior laws in this State.
For the purposes of this act a senior accountant 
is defined as one who is regularly placed in charge 
of accounting engagements.
(b) The board shall issue to all accountants of 
good moral character, who were engaged in public 
practice on January first, 1925, and who do not 
qualify under the provisions of subdivision (a) of 
this section, a certificate of authority to practice 
as a public accountant. This certificate of author­
ity shall not confer any added title and the holder 
shall be known and styled only as a public account­
ant. Application must be made for this certificate 
of authority before January first, 1926
Section 5. Be it further enacted, That the board 
may revoke any certificate issued under this act 
if the holder thereof (1 ) shall be convicted of a 
felony, or (2 )  shall be declared by any court of
competent jurisdiction to have committed any 
fraud, or (3 ) shall be declared by any court or 
commission to be insane or otherwise incompetent, 
or (4 )  shall be held by the board to be guilty of 
any act or default discreditable to the profession, 
or (5 ) in case the certificate shall have been issued 
to the holder thereof on account of his holding a
C. P. A. or C. A. certificate from another State or 
country which has, after the issue of this certifi­
cate from this board in any way depreciated the 
standard or equivalent of its privileges or require­
ments in accordance with the provisions of this 
A ct; provided, that written notice of the cause 
of such contemplated action and the date of the 
hearing thereon by the board shall have been 
mailed to the holder of such certificate at his last 
known address at least thirty days prior to such 
hearing. At all such hearings the Attorney Gen­
eral of this State, or one of his assistants desig­
nated by him, may sit with the board as legal 
counselor and advisor of the board, and to pre­
pare for any legal action that may be determined 
upon by the members of the board.
Section 6. Be it further enacted, That a uniform 
fee of twenty-five ($ 2 5 .0 0 ) dollars shall be charged 
by the board for each examination or certificate, or 
both, same to be paid in advance and to accom­
pany application.
In case of the failure on the part of any appli­
cant to attend the examination at the date specified 
by the board, or to pass a satisfactory examina­
tion, said applicant may appear at the next ex­
amination by said board, for re-examination upon 
the payment of the further sum of ten ($ 1 0 .0 0 )  
dollars.
All fees collected under the provisions of this 
act shall be paid into the State Treasury of the 
State of Tennessee without any deduction for the 
expenses of administrating the Act, or otherwise.
The members of the board shall receive a sum 
in full compensation for their services of not ex­
ceeding ten ($ 1 0 .0 0 ) dollars per day to each mem­
ber for the time actually spent in attending all 
regular and special meetings of said board, and 
also all railroad travel expenses incurred in the 
performance of their duties under this Act. The 
expense accounts of each member of said board to 
cover actual expense of travel in the performance 
of their duties in attending regular and special 
meetings of said board, and to be approved by the 
Commissioner of Finance and Taxation as all other 
expense accounts and items are required to be ap­
proved by law before a voucher warrant may be 
issued by the State Comptroller.
The board shall report to the R egistrar of 
Trades and Professions of the State of Tennessee, 
the time and place of holding all special meetings
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and the R egistrar of Trades and Professions of 
the State of Tennessee, in the Department of Edu­
cation, shall make due and proper publication of 
said meetings; the president and secretary of said 
board shall certify to the Registrar of Trades and 
Professions the list of those entitled to certificates 
upon examination as provided in this Act, and said 
certificates to be issued by the R egistrar of Trades 
and Professions.
The per diem and expenses of members as pro­
vided in this Act in no event to exceed the amount 
of fees collected and turned into the State Treasury. 
The president of said board to make quarterly  
reports to the State Treasurer of the amounts col­
lected and shall pay the same into the treasury  
within ten days after the end of each quarter. 
Said quarters to end April 1 ; July 1; October 1; 
and January 1, of each year.
Section 7. Be it further enacted, That the board 
shall in December of each year require every cer­
tified public accountant and every public account­
ant who holds a certificate of authority, to register 
with the board and pay a license fee of five ($ 5 .0 0 )  
dollars for the privilege of practicing public ac­
counting in this State for the calendar year next 
following. This license shall be issued only to 
certified public accountants and public account­
ants qualifying under this or prior Acts in this 
State.
If any person, firm or corporation shall, after 
January 1st, 1926, undertake to practice public 
accounting in this State without first having reg­
istered with the board and received a license to 
practice, or if any person, firm or corporation rep­
resents himself or itself to the public as having 
received a certificate as provided for in this act, 
or falsely holds himself out as having qualified 
and having a certificate without actually having 
said certificate from the State Board of Account­
ancy, or if, having received such a certificate, he 
shall continue to practice accountancy after said 
certificate has been revoked, or if any person shall 
otherwise violate any of the provisions of the Act, 
he shall be deemed guilty of a misdemeanor, and 
upon conviction thereof, shall be fined not less 
than one hundred ($ 1 0 0 .0 0 ) dollars not more than 
five hundred ($ 5 0 0 .0 0 ) dollars, or imprisonment 
for not less than one month nor more than six 
months, or both, in the discretion of the court.
For the purposes of this section a person en­
gages in the practice of public accounting when he 
performs accounting work as distinguished from 
bookkeeping on a fee basis, per diem or otherwise, 
for more than one employer. In passing upon 
this question the board will consider specific acts 
as well as general business conduct.
Nothing contained herein shall be considered as
prohibiting accountants of other States from en- 
tering this State in pursuance of any engagement 
originating from without this State, provided that 
such accountant registers with the board, giving 
all facts relevant to such engagement and limits 
his practice to the subjects covered in the decla­
ration filed.
Section 8. Be it further enacted, That certified 
public accountants and public accountants practic­
ing in this State shall not be required to divulge, 
nor shall they voluntarily divulge any information 
which they may have received by reason of the 
confidential nature of their employment.
The information derived from or as the result 
of such professional service shall be deemed confi­
dential, provided, however, that nothing in this 
paragraph shall be taken or construed as modify­
ing, changing or affecting the criminal or bank­
ruptcy laws of this State or of the United States.
Section 9. Be it further enacted, That nothing 
herein contained shall be construed so as to pre­
vent any person from being employed by a public 
accountant or by a certified public accountant 
within this State, provided such employed person 
does not sign reports nor assume any responsibility 
for the conduct of his employer’s business.
Section 10. Be it further enacted, That all Acts 
or parts of Acts in conflict with the provisions of 
this Act are hereby repealed. If any provision of 
this Act is declared by a court of competent juris­
diction, to be unconstitutional, such decision shall 
not be construed as invalidating the entire Act, but 
only of the section upon which such decision is 
based.
Section 11. Be it further enacted, That this Act 
shall take effect from and after its passage, the 
public welfare requiring it.
Passed March 25, 1925.
“A Feast for the Curious”
INCOME TAX— Brown Book Company, Inc. In­
come taxes paid in 1924 in New York City and 
environs. 2nd ed., rev. and enl. Feb., 1925. 226 p. 
—  (Municipal Reference Library Notes, March 25, 
1925.)
IN MEMORIAM
William H. S. Jarvis, C. P. A. (Mass., No. 10, 
Jan. 17, 1 9 1 0 ), 45 Bromfield Street, Boston, Mass., 
died on April 4, 1925. Funeral services were held 
at his home, 156 Pleasant Street, Arlington. The 
body was taken to Huntingdon, Pa., for burial. 
Mr. Jarvis was a member of the American Society 
of Certified Public Accountants, holding member­
ship certificate No. 1054.
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 233
State Society and Other News
Connecticut
The regular annual meeting of the Con­
necticut Society of Certified Public Account­
ants was held at the Hof-Brau Haus, New 
Haven, on April 8, 1925. The dinner, which 
was served at 7.15 p. m., was followed by the 
business session. Reports of the various 
officers and committees were read and ap­
proved.
It was unanimously voted that the Presi­
dent each year appoint one delegate to 
attend the annual meeting of the American 
Institute of Accountants and one to attend 
the annual meeting of the American Society 
of Certified Public Accountants.
It was also voted that the incoming Presi­
dent appoint a committee of three to investi­
gate and report to the society as to what can 
be done to further the interests of Certified 
Public Accountants in the State of Connecti­
cut.
A committee of three will be appointed by 
the President to study the By-Laws and 
recommend changes therein, if advisable.
The following officers were elected for the 
ensuing term: President, Maurice L. Blan­
chard, 43 Farmington Avenue, Hartford, 
Conn.; Vice President, George W. Meder, 7 
Fairmount Terrace, Bridgeport, Conn.; Sec­
retary, S. Earl Shook, 945 Main Street, 
Bridgeport, Conn.; Treasurer, Frederick W. 
Child, 12 Lexington Avenue, Greenwich, 
Conn.; and Auditor, Guy Cambria, 296 Main 
Street, Middletown, Conn.
The Board of Governors of the society is 
comprised of: George E. Curtis, 11 Mott Ave­
nue, Norwalk, Conn.; Percy Rothwell, 750 
Main Street, Hartford, Conn.; Milon Stone, 
Security Building, Springfield, Mass.; Charles
F. Coates, 750 Main Street, Hartford, Conn.; 
and Irville A. May, Second National Bank 
Building, New Haven, Conn.
After the business session the society was 
addressed by Lewis G. Fisher, C. P. A., mem­
ber of the firm of Ward, Fisher & Company,
of Providence, R. I., and a member of the 
Rhode Island State Board of Accountancy, 
on “Income Tax Institutes conducted by 
State Societies.”
Georgia
At a meeting of the Georgia Society of 
Certified Public Accountants held on March 
28, 1925, the following resolution was 
adopted with respect to the death of Alonzo 
Richardson:
Whereas the Georgia Society of Certified 
Public Accountants has for many years been 
honored in including in its membership the 
late Mr. Alonzo Richardson, who departed 
this life on February 26, 1925; and
Whereas in this death the Georgia Society 
has lost one of its leading and most useful 
members, and in Mr. Richardson’s death his 
colleagues are greatly saddened; and 
Whereas the prestige now enjoyed by the 
profession of accountancy not only in 
Georgia but throughout the United States, 
has been enhanced by having in the profes­
sion such an outstanding figure as the la­
mented Alonzo Richardson, who was known 
far and wide for his splendid honesty of pur­
pose, for his keenness of mind, his generosity 
and his real ability in his profession and in 
his loss,
Resolved, That the Georgia Society of Cer­
tified Public Accountants has suffered a 
great loss in his passing and that it feels 
that in all of those elements that go to make 
a great accountant we shall not soon see his 
like again; 
It is Further Resolved, That this memorial 
be inscribed upon the minutes of this Society 
and that a copy be furnished the family of 
the deceased.
Indiana
The Indiana Association of Certified Pub­
lic Accountants will hold its annual meeting 
on May 20, 1925.
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Maine
The Maine Society of Certified Public Ac­
countants met on April 4, 1925, at the Co­
lumbia Hotel, where a banquet was served 
at 6.30 p. m. The president, Chester M. Foss, 
presided.
 Mr. Frank L. Rawson, of the Morris Plan 
Bank, spoke on bank credits and industrial 
loans, as related to the accounting profes­
sion. Mr. Carroll B. Skillin, attorney, repre­
senting the Portland Credit Men’s Bureau, 
spoke on ways in which the accountants can 
be of service to this organization. Follow­
ing the open meeting, a business session was 
held, at which plans were formulated for the 
next two meetings.
On May 2, 1925, the Society will meet at 
the Falmouth Hotel, where a banquet will 
be served at 6.00 p. m. An invitation has 
been extended to representatives of all the 
local banks to attend this meeting.
The June meeting will be held on June 6, 
1925. This meeting will be an afternoon and 
evening affair and will be held at Moulton 
House, Scarboro. Games, sports and a shore 
dinner will be the features of this meeting.
Michigan
The Michigan Association of Certified Pub- 
lic Accountants held a meeting on Thursday 
evening, April 2, 1925, at the Aviation Town 
and Country Club, Detroit, which was largely 
attended, and a splendid program was ren­
dered.
The society had as its guests a dozen or 
more of the men who have been recently 
admitted to practice as Certified Public Ac­
countants in Michigan.
Two excellent addresses were given. Mr. 
Richard Fitz Gerald, C. P. A., manager of 
the Detroit office of Lybrand, Ross Bros. & 
Montgomery, spoke on the subject of “The 
Accountant’s Legal, Moral and Financial Re­
sponsibility.” The first half of this address 
is printed on page 201 of this issue. Mr. Carl
H. Seehoffer, of the firm of Seehoffer, Kins­
ley & Company, spoke on the subject of “The 
Economic Background of the Accountant.”
Nebraska
The annual meeting of the Nebraska So­
ciety of Public Accountants will be held on 
May 2, 1925.
New Jersey
The annual meeting of the Board of Trus­
tees of the Society of Certified Public Ac­
countants of the State of New Jersey was 
held on April 14, 1925, at 5.30 p. m. Among 
the important business transacted at this 
meeting was the election of thirteen new 
members.
The President, James F. Welch, appointed 
a nominating committee for the purpose of 
nominating candidates for the four offices of 
the Society and for the members of the 
Board of Trustees and Auditors for the en­
suing year.
The annual meeting of the Society of Cer­
tified Public Accountants of New Jersey will 
be held on May 12, 1925.
New York
The regular monthly meeting of the New 
York State Society of Certified Public Ac­
countants was held on April 13, 1925, at the 
Yale Club. The meeting was preceded by a 
dinner at 6.30 p. m.
Mr. William H. Pouch, National Chairman 
of the Committee on National Fund for 
Credit Protection, of the National Associa­
tion of Credit Men and President of the New 
York Credit Men’s Association, spoke on the 
subject of “National Fund for Credit Pro­
tection.”
The New York State Society of Certified 
Public Accountants will hold its annual meet­
ing on May 11, 1925.
Pennsylvania
The annual meeting of the Pennsylvania 
Institute of Certified Public Accountants was 
held on Monday, April 20, 1925, at the Manu­
facturers’ Club, Philadelphia, preceded by a 
dinner. The business of the evening in-
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cluded reports of officers and committees, ap­
plication for membership, and the election of 
officers and council members.
The officers elected for the ensuing year 
were: President, Henry C. McGee; Vice Pres­
ident, C. W. Kimball; Treasurer, Will-A. 
Clader. R. J. Bennett was reappointed Sec­
retary.
Joseph M. Pugh, Horace P. Griffith and 
John R. Lynn were elected members of the 
council for a term of two years and Ralph 
F. Wheeler was appointed auditor for the 
ensuing year. Fifteen new members were 
elected to active membership.
Frank Wilbur Main, of Pittsburgh, mem­
ber of the State Board to Examine Account­
ants, spoke on the activities of the Pitts­
burgh Chapter of the Institute. Horace P. 
Griffith, Chairman of the Committee on Edu­
cation and President of the State Board to 
Examine Accountants, spoke on the forma­
tion of a quiz class by the Institute to be 
conducted by two accountants and a lawyer 
to give those desirous of taking the State 
accounting examination an opportunity to 
prepare properly for the examination.
The retiring President, John R. Lynn, gave 
a brief summary of the Institute’s activities. 
He stated that since the enactment of the 
Accounting Law in 1899, 422 certificates 
have been issued by the State. The total 
membership in the Institute is 209. The in­
crease in members during the year was 32.
Washington
The Washington Society of Certified Pub­
lic Accountants was represented at a meet­
ing held in Seattle, Wash., on March 27, 
1925, under the auspices of the Washington 
State Chamber of Commerce, for the pur­
pose of having a State arbitration law 
drafted and presented to the coming session 
of the legislature which has been called for 
November.
Other organizations represented included 
the State Federation of Taxpayers Associa­
tions, the Chamber of Commerce of Seattle, 
the Chambers of Commerce of other western
Washington cities, and other business and 
cooperative groups.
Pearce C. Davis, C. P. A., represented 
the Washington Society of Certified Public 
Accountants at this meeting and was ap­
pointed as one of a committee of four to 
draft a bill and report at a later meeting, 
previous to which three other members will 
be named.
The present law of the State of New Jer­
sey, the bill drafted by the uniform law com­
mission and the recently enacted Federal 
arbitration act will all be considered by the 
committee in drafting a proposed arbitra­
tion statute for the State of Washington. 
It is believed that such a law will lessen the 
work of the courts, now crowded with cases 
involving business disputes and will give 
litigants speedier adjudication with reduced 
costs.
Plans were arranged to attempt a change 
in the C. P. A. law of the State of Washing­
ton. However, under Governor Hartley’s 
legislative program the term was cut short 
and the legislature restricted itself to ap­
propriation measures and similar things of 
vital importance, with the result that the 
accountancy legislation was not given the 
consideration intended. The matter will be 
taken up again in November when the legis­
lature will meet in special session.
Wisconsin
The Wisconsin Society of Certified Public 
Accountants at its last meeting appointed a 
legislative committee consisting of B. A. 
Kiekhofer, Chairman; C. F. Sammond and 
F. S. Lamb for the purpose of bringing be­
fore the State Tax Commission and the legis­
lature its views concerning certain adminis­
trative features of income tax legislation 
now pending. The Society has limited the 
committee to action on the administrative 
features alone to insure itself against any 
political controversies.
In the proposed revision of the entire In­
surance Code of Wisconsin sponsored by the
236 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
Insurance Commissioner a clause provides 
for a compulsory annual audit of all insur­
ance companies by the Insurance Commis­
sion, the cost to be paid by the companies. 
The Wisconsin Society through its legislative 
committee is endeavoring to insert an amend­
ment which would permit the Commissioner 
to accept a report by a Wisconsin C. P. A. in 
lieu of such an audit.
DIVISION OF TAX BOARD GOES WEST
The following statement is made by J. 
Gilmer Korner, Jr., Chairman of the United 
States Board of Tax Appeals:
A division of the Board of Tax Appeals 
will leave Washington on Saturday, May 2, 
1925, to hold hearings at points in the North­
west and on the Pacific Coast. The division 
will be composed of Messrs. A. E. Graupner, 
P. W. Phillips and C. M. Trammell.
A calendar has been tentatively arranged 
as follows:
Milwaukee, Wis., May 4 to May 10.
St. Paul, Minn., May 11 to May 21.
Seattle, Wash., May 23 to May 29.
Portland, Oreg., May 31 to June 4.
San Francisco, Calif., June 6 to July 4.
Los Angeles, Calif., July 6 to July 17.
The division will return from Los Angeles 
direct to Washington.
The sending of this division is a means of 
giving reasonable opportunity to taxpayers 
to appear before the United States Board of 
Tax Appeals with as little inconvenience and 
expense to them as is practicable. It is be­
lieved that those taxpayers residing at a 
great distance from Washington should be 
given an equally convenient opportunity to 
be heard as those residing nearer Washing­
ton. At the points indicated above appeals 
will be heard of taxpayers residing in the 
territory convenient to such points. The 
calendar of cases for hearings has been 
formulated at the places set out above and 
such taxpayers are being notified of the time 
and place of hearing so that business may be 
dispatched with all expedition possible.
PERSONALS
Due to the death of Mr. Alonzo Richard­
son, which occurred during February of this 
year, and to the Georgia laws regulating 
partnerships, as well as at the suggestion of 
Mr. Richardson before his death, the old 
firm name of Alonzo Richardson & Company 
has been changed to Richardson, Jackson & 
Davis, which will continue at the Atlanta 
Trust Company Building, Atlanta, Ga.
Miss Etta M. Urquhart, member of the 
staff of Robert Douglass & Company, 49 Fed­
eral Street, Boston, Mass., has recently 
passed the examination given by the Massa­
chusetts Board of Registration and is now 
registered as a Certified Public Accountant. 
Miss Urquhart is one of four women C. P. 
A.’s in Massachusetts.
Hopkins, Starr & Hopkins, 110 South 
Dearborn Street, Chicago, Ill., and South­
ern Building, Washington, D. C., announce 
that Mr. Charles D. Hamel has become a 
member of the firm, the Washington office 
of which will be continued under the name 
of Hopkins, Starr, Hopkins and Hamel, effec­
tive April 15, 1925.
The above announcement is of great in­
terest to certified public accountants, among 
whom Mr. Hamel has a wide acquaintance 
and a host of friends. Mr. Hamel was Chair­
man of the old Committee on Appeals and 
Review and was Chairman of the United 
States Board of Tax Appeals until his recent 
resignation.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
“We all complain of the shortness of time, and 
yet have much more than we know what to do 
with. Our lives are spent either in doing nothing 
at all, or in doing nothing to the purpose, or in 
doing nothing what we ought to do; we are always 
complaining our days are few, and acting as though 
there would be no end of them .”— Seneca.
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Ellis, Pinkerton and Company, Certified 
Public Accountants, 30 North La Salle 
Street, Chicago, Ill., and 490 Broadway, Mil­
waukee, Wis., announce that James W. Love,
C. P. A., has been admitted to membership
in the firm. --------
Announcement is made of the dissolution 
of the partnership of Bowles and Dolan, Cer­
tified Public Accountants, 521 Chamber of 
Commerce Building, Denver, Colo., effective 
as of March 31, 1925. The practice of public 
accounting will be continued by Robert Ry­
land Bowles, C. P. A., at 517 First National 
Bank Building, Denver, Colo.
Fox & Helm, Certified Public Accountants, 
announce the opening of offices at 402 Na­
tional Bank of Commerce Building, St. Louis, 
Mo., under the firm name of Fox and Helm. 
Samuel J. Fox and William A. Helm.
E. H. Fletcher & Co. announce the re­
moval of their offices from 406 Marquette 
Building to larger quarters at 1442 Buhl 
Building, Detroit, Mich., effective May 1,
1925. --------
Youtsey, Wolf & Quinn, Certified Public 
Accountants, Cincinnati and Dayton, Ohio, 
announce the opening of offices in the Union 
Bank Building, Huntington, W. Va. Daniel 
W. Quinn, Jr., C. P. A., will be in charge of 
the Huntington office.
Eugene S. Howard and Phil. J. Bohne an­
nounce the formation of their partnership 
under the firm name of Howard, Bohne & 
Company, succeeding Eugene S. Howard & 
Co., in Rooms 1615 and 1616 Inter-Southern 
Building, Louisville, Ky.
Smith, Scheuring & Jonet, Green Bay, 
Wis., announce the dissolution of the part­
nership by mutual consent as of April 1, 
1925. Clifford I. Smith, C. P. A., and two 
of the senior men of the former firm of 
Smith, Scheuring & Jonet, Mr. G. M. Elling­
son and Mr. M. H. Schuldes are to organize 
the Smith, Ellingson-Schuldes Company at 
311 Minahan Building, Green Bay, Wis. Mr. 
Scheuring and Mr. Jonet are to organize the 
Scheuring-Jonet Company at 312 Minahan 
Building, Green Bay, Wis.
Announcement is made of the change in 
the firm name of Kortjohn & Tripp to Martin 
Kortjohn & Co., Certified Public Account­
ants, continuing at 15 Park Row, New York 
City. After April 1, 1925, Mr. Wilbour D. 
Tripp, C. P. A., will specialize in factory ad­
ministration and will act for the firm in an 
advisory and consulting capacity only, and 
his business address will be 379 De Kalb 
Avenue, Brooklyn, N. Y.
Harold H. Bechtel, C. P. A., announces the 
removal of his office to Room 811, 35 Con­
gress Street, Boston, Mass.
Feller, Lotz & Hudson, Accountants and 
Tax Consultants, announce the removal of 
their offices from 308 New Vicary Building, 
to suite 719-722 Renkert Building, Canton,
Ohio. ---------
Emanuel Rothman, C. P. A., announces the 
removal of his offices to 618-19 Lincoln 
Building, 742 South Hill Street, Los Angeles,
Calif. --------
Roy C. Fischer & Company and W. G. 
Kriegshauser, Certified Public Accountants, 
announce the consolidation of their practices 
under the name of Fischer & Kriegshauser, 
Certified Public Accountants, with offices in 
the Boatmen’s Bank Building, Suite 1223-24, 
St. Louis, Mo. Branch office: Himmelberger- 
Harrison Building, Cape Girardeau, Mo.
A. P. Jones, formerly senior partner and 
latterly sole owner of the firm of Jones, Hud­
dleston & Davis, and L. A. Oates, C. P. A., 
announce the formation of a partnership un­
der the name and style of Jones, Oates & 
Co. (Successors to Jones, Huddleston &1
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Davis), Public Accountants and Auditors, 
with offices at Congress Building, Third 
Floor, Miami, Fla.
Scales & Mothershead, Certified Public 
Accountants, announce the removal of their 
offices to 1511-12-13 W. T. Waggoner Build­
ing, Fort Worth, Tex.
Charles Hecht and Company, Certified 
Public Accountants, have moved their offices 
to the twelfth floor of the Johns-Manville 
Building, 292 Madison Avenue, New York 
City.
Hyans, Hafer Company announce the re­
moval of their offices to 1440 Broadway, New 
York City.
David A. Jayne & Co., Certified Public Ac­
countants, announce the removal of their 
offices to 307 A. B. & C. Bank of Commerce 
Building, Charleston, W. Va.
Patterson & Ridgway, Public Accountants, 
Equitably Building, 120 Broadway, New 
York City, announce that Franklin C. Ellis 
h as been admitted as a member of the firm.
The Federal Audit Company, Certified 
Public Accountants, announce the removal of 
their offices to Suite 1212, Coal Exchange 
Building, Huntington, W. Va. E. C. Conley, 
C. P. A., is president of the company.
Albert I. Coe and David S. Pollock an­
nounce the association of their practices and 
the removal of their offices to Suite 1227- 
1228, 150 Nassau Street, New York City, 
where they will continue the practice of ac­
countancy.
Frederick S. Willett and H. William Fick, 
Certified Public Accountants, and J. Russell 
Wharton, formerly President, Vice President 
and Secretary of Reed & King, Inc., announce 
their association in the practice of account­
ancy under the firm name of Willett, Fick & 
Wharton, J. M. S. Building, South Bend, Ind., 
and the acquisition of the assets of Reed & 
King, Inc. Effective April 10, 1925.
♦
The firm of Byrne, Lindberg & Bryne, Ac­
countants and Auditors, at 30 Broad Street, 
New York City, has become dissolved by 
mutual consent.
The firm of Derbes, Caballero & Miller, 
Godchaux Building, New Orleans, La., has 
been dissolved by mutual consent.
Messrs. Albert J. Derbes, Louis H. Pilie 
and Loraine J. Lampton, announce their as­
sociation under the firm name of Derbes, 
Pilie and Lampton, Certified Public Account­
ants, 332-333 Whitney Central Building, New 
Orleans, La., effective April 1, 1925.
Jos. L. Caballero and Henry J. Miller, C. 
P. A., announce the formation of a partner­
ship under the firm name of Caballero and 
Miller, Suite 1000-A, Canal Commercial 
Building, New Orleans, La., effective April 1, 
1925.
Wayne Kendrick, C. P. A., announces the 
opening of an office for the practice of public 
accounting in the Hibbs Building, Washing­
ton, D. C.
John J. Finton, C. P. A., announces the 
opening of an office for public practice at 426 
Main Street, Springfield, Mass.
George E. Dunlop, C. P. A., announces the 
removal of his office to 2400 Buhl Building, 
Detroit, Mich.
Respess & Respess, Certified Public Ac­
countants, Atlanta National Bank Building, 
Atlanta, Ga., announce that Mr. E. A. 
Thompson, formerly Assistant Superintend­
ent of Banks of Georgia, has become asso­
ciated with them.
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Membership of  the American Society
(Continued from the April issue)
(Members recorded from March 30th to April 26th, inclusive)
Harry Chalfin, 141 Milk Street, Boston, 
Mass.
Chester Arthur Robinson, 21 Fenwood 
Road, Boston 17, Mass.
John D. O’Leary, 647 Washington Street, 
Brighton, Mass.
Benjamin McKinley Smethurst, 12 Wilson 
Avenue, Waverley, Mass.
Samuel J. Gorsey, 73 Tremont Street, 
Rooms 421-2, Boston, Mass.
Nathaniel B. Bergman, 110 William Street, 
New York, N. Y.
Joseph Cushing, 307 Main Street, Spring­
field, Mass.
Etta M. Urquhart, 49 Federal Street, Bos­
ton, Mass.
Jackson P. Ward, 623 Whitney Building, 
New Orleans, La.
Joseph Leslie Overlock, 208 South La 
Salle Street, Chicago, Ill.
John Edward Burke, 208 South La Salle 
Street, Chicago, Ill.
Perrin L. Babcock, 731 O. C. S. B. Build­
ing, Syracuse, N. Y.
Archie Frederick Reeve, 270 Madison 
Avenue, New York, N. Y.
Paul S. Smith, 921 Slater Building, Wor­
cester, Mass.
Ralph J. Cohen, 342 Norfolk Street, Bos­
ton, Mass.
Maurice Stolper, 1026 Main Street, Hart­
ford, Conn.
H. G. Slagle, 712 Park Building, Cleveland, 
Ohio.
Robert Buchanan, 2 Pine Street, San Fran­
cisco, Calif.
Ralph P. Hickson, 519 South Fifth Ave­
nue, Mt. Vernon, N. Y.
Charles Willard Amos, 1105-6 Munsey 
Building, Baltimore, Md.
Walter H. Apperson, 73 Harlow Street, 
Arlington, Mass.
William H. Mannix, 60 Congress Street, 
Boston, Mass.
William Warren Henderson, Jr., 407 La­
mar Life Building, Jackson, Miss.
Ludvig Corfitz Nielson, 708 Post Building, 
Battle Creek, Mich.
Earl I. McArthur, 309 Stambaugh Build­
ing, Youngstown, Ohio.
Carl C. Clayton, 1356 Union Trust Build­
ing, Cleveland, Ohio.
Sidney J. Hayles, Fourth National Bank 
Building, Atlanta, Ga.
Harold B. Cleworth, 49 Federal Street, 
Boston, Mass.
Francis Wallace Pike, 553 South Westeon 
Avenue, Los Angeles, Calif.
Walter Jacobson, 41 East Forty-second 
Street, New York, N. Y.
Abraham J. Leonard, 1012 Franklin Trust 
Building, Philadelphia, Pa.
Noah Bass, 99 Nassau Street, New York, 
N. Y.
Jno. M. Dressier, 120 Broadway, New 
York, N. Y.
William Birnberg, 115 West Thirtieth 
Street, New York, N. Y.
Max Schlessinger, 565 Fifth Avenue, New 
York, N. Y.
Lawrence Burnett, 565 Fifth Avenue, New 
York, N. Y.
Horace R. Needham, 683 Washington 
Street, Brookline, Mass.
Karl K. Morris, 1845 East Thirtieth Street, 
Cleveland, Ohio.
Philip H. Anderseck, 220 Broadway, New 
York, N. Y.
Horace S. Wiggins, 515 Bankers Life 
Building, Lincoln, Nebr.
Clarence Clauson, 405 Thompson Building, 
Seattle, Wash.
Herbert Warren Ellis, Northern New York 
Trust Company Building, Watertown, N. Y.
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Robert Alfred Bryant, 208 South La Salle 
Street, Chicago, Ill.
William Arthur Helm, 402 National Bank 
of Commerce Building, St. Louis, Mo.
M. Jerry Feiman, 1457 Broadway, New 
York, N. Y.
Edward Rosedon Foote, 136 Liberty Street, 
New York, N. Y.
Wilford J. Webb, 14405 Bayes Avenue, 
Lakewood, Ohio.
T. Francis Campbell, 815 Liberty Central 
Trust Building, St. Louis, Mo.
Louis I. Barst, 1328 Broadway, New York, 
N. Y.
Thomas P. Parsons, 812 Tremont Bldg., 
Boston, Mass.
Robert H. Mansley, 56 Pine Street, New 
York City.
F. W. Hilditch, 17 East 42nd Street, New 
York City.
Francis J. Lally, 19 Harriet Ave., Waverly, 
Mass.
Percy Spencer Barrett, 215 Fourth Ave., 
New York City.
Albert B. Hawkins, 1440 Broadway, New 
York City.
Alexander L. Eolis, 949 Broadway, New 
York City.
(Continued in our next issue)
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
I . T . I .
 
The only full INDEX to every 
official authority on federal in­
come taxes— locates instantly 
Laws, Regulations, Rulings, 
T. D.’s, Court Cases, and Decis­
ions of Board of Tax Appeals.
Small initial cost— nominal 
for upkeep.
Income Tax Index Service, Inc.
9-15 Clinton St.
I .T .  I . Newark, New Jersey.
HELP US LOCATE
(We wish to notify them of new N. C. law which 
affects them.)
Gilbert Bryne, C. P. A., N. C. No. 170, 
formerly of Washington, D. C.
Max Lichtendorf, C. P. A., N. C. No. 203, 
formerly of Washington, D. C.
Clarence A. Hemphill, C. P. A., N. C. No. 
96, formerly of New York City.
Paul P. Gwyn, C. P. A., N. C. No. 92, for­
merly of Washington, D. C.
Webster W. Tomb, C. P. A., N. C. No. 142, 
formerly of Philadelphia, Pa.
Harold W. Osterbout, C. P. A., N. C. No. 
38, formerly of Washington, D. C.
John Pritzker, C. P. A., N. C. No. 51, for­
merly of Washington, D. C.
Ambrose C. Brady, C. P. A., N. C. No. 66, 
formerly of Washington, D. C.
Oscar Moskowitz, C. P. A., N. C. No. 72, 
formerly of Brooklyn, N. Y. 
THE WASHINGTON HOTEL
WASHINGTON, D. C. 
Pennsylvania Avenue opposite 
United States Treasury
Every Room with Bath, Tub, and 
Shower
HEADQUARTERS
Certified Public Accountants
S. E. Bonneville, Manager.
A New Edition of
THE ACCOUNTANTS’ DIRECTORY
and WHO’S WHO
enlarged, improved and completely revised is being prepared. 
The co-operation of the publishers, the former editor, and 
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presages a publication of distinction and value.
In this volume the names and addresses of all practising 
accountants in the United States and Canada are given— 
approximately 10,000 names. A special “Who’s Who” 
Section gives the biographical sketches of the prominent 
members of the profession.
An effort is made to provide every requisite of a reference 
book and a, comprehensive and thorough arrangement of data. 
An authentic and accurate record of every certified public 
accountant has been compiled, to help check the persistent 
activities of those who devise means of appearing to be legally 
certified accountants, without any right to the distinction.
The various sections of the book may be briefly outlined as follows:
1. Geographical list giving the names and 
addresses of accounting firms and com­
panies with their branch offices, individ­
ual practising accountants, cost ac­
countants, professors of accounting, 
and authors of works on accounting.
2. An arrangement, alphabetically by 
states, showing to whom and in what 
numerical order C. P. A. degrees have 
been issued.
3. An alphabetical index of every name 
appearing in this volume, indicating all
C. P. A.’s.
4. “ Who’s Who ” section—-biographical 
sketches of all who are believed to be 
representative of the highest standards 
of the profession.
5. An appendix containing a bibliography, 
officers of State Boards and State and 
National Societies, and miscellaneous 
information.
Membership in the American Society 
of Certified Public Accountants, The 
American Institute of Accountants, and 
the National Association of Cost Ac­
countants is indicated throughout.
You are urgently requested to fill out information blanks 
which you receive and return them promptly to the publishers. 
In addition, keep them informed of any changes which occur.
This book will be off the press about May 15, 1925
Orders may be placed with
PRENTICE-HALL, Inc.
70 Fifth Avenue, New York City
The American Society of 
Certified Public Accountants
Woodward Bldg., Washington, D. C.
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Commerce Clearing House
ANNOUNCES THE NEW
U. S. BOARD OF TAX APPEALS
AND
FEDERAL COURT SERVICE
INCOME AND ESTATE TAX CASES.
In order to fully comply with the requirements and demands of those 
practicing in the field of Income Taxes, this Service consists of
Docket and Calendar.
Abstracts of Petitions, 
including statement of 
facts and assignment of 
errors.
Abstract of Answers made 
by the Commissioner.
Notation of Briefs,
Motions, Orders, Etc.
Finding of Facts.
Decision of Court.
No CERTIFIED PUBLIC ACCOUNTANT can conscientiously be 
without this new Service
For full information address
COMMERCE CLEARING HOUSE
CHICAGO WASHINGTON NEW YORK
Ill. Merchants’ Bk. Bldg. 806 Un. Tr. Bldg. 67 Wall St.
Practice and Pro­
cedure Information.
Copy of all Documents 
at Syndicated Cost.
Routine Information and 
Service covering your 
specific cases without 
additional cost.
Transcript of Evidence 
at Syndicated Cost.
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THE CERTIFIED
PUBLIC ACCOUNTANT
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W H A T  IS Y O U R  V I E W P O I N T ?
Two boys sit side by side in school. One 
is mischievous and a constant aggravation 
to his teachers; the other is docile and quiet. 
One is classed as a bad boy, the other as a 
good boy, yet the first may be loyal and un­
selfish and have in him the making of a 
worthy and useful citizen; the other may be 
self-centered and thoroughly selfish, with no 
thought for anyone other than himself.
The A Company, during 1917, 1918 and 
1919, made very large profits. During the 
year 1920 only a very small profit was made 
and the management was very severely con­
demned and resignations were asked for. 
During 1921, 1922 and 1923 heavy losses oc­
curred. In 1924 a profit exactly equal to 
that made in 1920 was shown. A banquet 
was held in honor of the general manager 
and he and his assistants were highly com­
plimented.
In the play, “The Auctioneer,” a man 
comes into the shop and the clerk asks the 
price of a pistol. The old auctioneer cau­
tiously asks, “Are we buying or selling?”
An old gentleman and a child looked out 
of a window on a late fall day. A few flakes 
of snow were falling. The old gentleman ex­
claimed, “WINTER IS COME. Get out my 
winter overcoat.” Shiveringly he draws him­
self up closer to the fire. The child dancing 
with joy, exclaims gleefully, “Winter is 
come!” Five or six months later the old 
man is out walking on a day when the tem­
perature is exactly the same as it was when 
he first saw the snow flakes. Throwing open 
his winter overcoat he exclaims, “SPRING IS 
HERE. I must get out my spring overcoat.”
As certified public accountants, we assign 
two juniors to like tasks. Both do the work
fairly satisfactorily. One we commend—he 
has only been a junior a few weeks. The 
other we criticize—he has been a junior for 
several years.
We observe two men, we come in contact 
with. One is smug, complacent and self-sat­
isfied, with much of this world’s goods. We 
say he is a success. The second looks hag- 
gered and wan and shabby, with little or 
nothing to show for his efforts. We say he 
is a failure. Yet, the evidences of failure of 
the latter may be but the scars of conflicts 
that would have completely submerged and 
destroyed the former.
FRANK WILBUR MAIN.
“LEGISLATIVE ATTACKS”
In recent issues THE CERTIFIED PUB­
LIC ACCOUNTANT has been carrying a 
considerable amount of legislative news— 
largely of the various constructive measures 
which have been proposed or passed in the 
several States.
Strong efforts have, however, been made 
in various States to either weaken or annul 
the present legislative acts pertaining to our 
profession, and as we grow and increase in 
influence we can expect similar attacks in 
practically all of the States.
Our Californian brethren have had to re­
sist a very serious effort to repeal the pres­
ent State Board Act. Fortunately for Cali­
fornia and for our profession, these efforts 
were defeated by the California certified 
public accountants. In connection with the 
proposed repeal the following arguments 
were submitted. As these are only typical of
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the arguments that have been used in other 
States and will be used at least in substance 
in the future, they are submitted herewith:
ARGUMENTS IN FAVOR OF SENATE BELL 813.
The Accountants’ Protective Committee com­
posed of approximately 500 accountants in public 
practice in all parts of the State of California, 
and in the interests of thousands of bookkeepers 
and accountants who are now and later will be 
prevented from taking the examination of the State 
Board of Accountancy due to its unreasonable 
rules and regulations, is hereby taking the liberty 
of submitting eleven good reasons why Senate 
B ill 813 should be enacted:
First: There is no need or public demand for 
any accountancy law in this State, and the court 
records show no litigation wherein non-certified 
accountants have been involved.
Second: The Act approved March 23, 1901, 
commonly known as the Accountancy Law, was 
enacted under the pretense of being for the pro- 
tection of the public, whereas but a very small 
percentage of the public is actually in need of the 
services of a public accountant.
Third: The Accountancy Act emanated from  
Public Accountants and not from Public itself.
Fourth: It was conceived by an eastern private 
corporation, known as the American Institute of 
Accountants, with headquarters at New York City 
for the express purpose of creating an eventual 
monopoly of the public accounting business in 
favor of certified public accountants.
Fifth: The State Board of Accountancy is con­
trolled by this same private corporation, the Amer­
ican Institute of Accountants. The president and 
secretary of the State Board of Accountancy are 
also directors of the American Institute of Ac­
countants and examinations are held “under the 
joint auspices of the State Board of Accountancy 
and the American Institute of Accountants.” (See 
page 10, official publication of the State Board of 
Accountancy.)
Sixth: The State Board of Accountancy, con­
trolled by this eastern private corporation, is 
usurping legislative functions by discriminating as 
to who may or may not be admitted to its exami­
nations. Candidates must furnish three references, 
“one of which must be a California C. P. A.” (Rule 
7 of State Board.) Candidates for the certificates 
must also have at least three years’ experience in 
actual public accounting work, two years of which 
must have been a C. P. A.’s office; or other­
wise not less than 4 years of experience in actual 
public accounting work. (Rules 9, 10 a-b.)
Seventh: The Accountancy Law protects only
the title “Certified Public Accountant,” and is used 
by the holders of this title as purely an advertising 
medium to the disadvantage and detriment of all 
non-certified public accountants regardless of their 
experience and qualifications. (See “San Fran­
cisco Business,” a magazine, dated March 13th, 
1925.)
Eighth: The State Board of Accountancy has 
used its official capacity in the authorizing for pub­
lication of propaganda which has resulted ex­
tremely detrimental and disastrous to the business 
career of capable practicing public accountants, 
who have spent many years in building up a busi­
ness by gaining the confidence of the business men 
by faithful and satisfactory service. (See article 
printed in the Modesto Herald, page 2, issue of 
March 4, 1924, where the State Board offers to 
“Assist in the Prosecution” of a certain public 
accountant not holding a California certificate.) 
(Since that time no prosecution has ever taken 
place, but the public accountant thus threatened 
by the publication of the State Board’s letter has 
lost his business in that district on that account.)
Ninth: The State Board of Accountancy has at­
tempted to encroach upon the constitutional liber­
ties of public accountants by promotion and pro­
mulgation of a proposed bill, restricting the voca­
tion of public accounting to C. P. A.’s exclusively.
Tenth: In December 31, 1924, there were hardly 
more than 200 Certified Public Accountants in 
practice, after 24 years of existence of this law, 
compared to approximately 1,000 public account­
ants practicing in this State.
Eleventh: The passage of Senate bill 813 will 
place all public accountants on an equal footing 
and reduce their fees charged to business and pro­
fessional men, municipalities and others, by reason 
of the competition being placed on an equal basis, 
without undue preference to a few, who are now 
under legislative protection.”
The purpose of this editorial is not to an­
swer the many false and fallacious state­
ments contained in the above. Certain of the 
statements, however, indicate a trend of 
thought that it might be well for us to care­
fully consider. The wise usually learn more 
from enemies than from friends. Our friends 
like us too well and are too nearsighted to see 
us as we are.
Each State Board must eventually perform 
all the duties to which the members are 
sworn. The time is coming when each State 
Board must actually prepare its own exami­
nation questions as a separate board or in
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cooperation with other boards; also, each 
board must grade and assume the respon­
sibility of marking its own papers. Surely 
this is not asking too much of the official rep­
resentatives of our profession in each State.
This writer is convinced that each board 
must give very careful consideration to the 
best methods of increasing the number of cer­
tified public accountants in its State. With 
tens of thousands of students attending the 
three hundred odd schools of university and 
collegiate grade which are conducting public 
accounting courses, the annual increase in 
our number in practically all States is too 
low. Each State Board will have to work 
out this problem in its own way. Pennsyl­
vania and certain other States are endeavor­
ing to bring about an increase in the number 
of certified public accountants through the 
doors of education. New York endeavored 
to meet the situation through opening the 
door without examination, but with a restric­
tion as to those practicing in the future.
As time goes on each board must give con­
stant thought not only to the rights and 
privileges of the certified public accountants 
licensed in that particular State, but more 
especially to the rights of the general public, 
as well as those certified public accountants 
of other States. Common sense must be the 
guiding spirit of its actions, and courtesy its 
watchword. The American Society of Cer­
tified Public Accountants has always urged 
the issuing by each board of reciprocal cer­
tificates to all certified public accountants of 
other States maintaining a residence or place 
of business within that particular State, 
wherever practical and possible. Much has 
been accomplished and much is yet to be 
done along this line, particularly in the east.
It is possible to dam very effectively a 
stream when it is small. In flood time the 
dams have sometimes been washed out.
Many of our leading accountants may dis­
agree violently with these views. Let letters 
of disagreement come forward.
FRANK WILBUR MAIN.
VISITORS IN WASHINGTON FROM 
APRIL 27 TO MAY 27
Frederick L. Thornton, Kansas City, Mo. 
David A. Jayne, Charleston, W. Va.
E. J. Miner, Seattle, Wash.
Oscar Schleeter, Charleston, S. C.
O. K. Hayslip, Huntington, W. Va.
J. M. Culbreth, Richmond, Va.
Alfred H. Coe, Wilmington, Del.
H. M. Turnburke, Pittsburgh, Pa. 
Edmund A. Chapman, Birmingham, Ala. 
T. F. Campbell, St. Louis, Mo.
Martin J. Arft, Toledo, Ohio.
Wm. D. MacKeen, Pittsburgh, Pa. 
Maurice Kipperman, New York City. 
Victor Markwalter, Augusta, Ga.
Wallace Fraser, Atlanta, Ga.
Harry P. Baumann, Chicago, Ill.
Wm. H. James, Atlanta, Ga.
Seth Hadfield, Hartford, Conn.
Jonathan B. Cook, Chicago, Ill.
W. G. La Rue, Kansas City, Mo.
R. J. Beaman, Cincinnati, Ohio.
Harry Harper, Minneapolis, Minn.
Chas. S. Cowan, Seattle, Wash.
Thomas H. Evans, Detroit, Mich.
Frank Wilbur Main, Pittsburgh, Pa. 
Paul W. Pinkerton, Chicago, Ill.
Florent Jos. Munchalfen, Joliet, Ill.
A. Lee Rawlings, Norfolk, Va.
Virgil E. Bennett, Pittsburgh, Pa.
L. A. Williams, Greenwood, Miss.
Louis Schneider, Detroit, Mich.
Samuel A. Blustein, Charleston, W. Va. 
W. M. Madden, Indianapolis, Ind.
C. H. Hubbell, New York City.
Martin Kortjohn, New York City.
Wm. E. Fink, National Stockyards, Ill. 
Daniel T. Cunningham, Boston, Mass. 
Henry J. Miller, New Orleans, La.
Louis I. Kane, New York City.
Earl S. Clark, Providence, R. I.
J. R. Robison, Atlanta, Ga.
J. B. McCabe, Wilmington, N. C.
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I n M em oriam
Philip B. Price, C. P. A. (Mich. No. 109, 
March 10, 1922), of Detroit, Mich., died very 
suddenly on the morning of April 15, 1925, 
at his residence, 605 
Yorkshire R o a d ,
Birmingham, Mich.
Mr. Price had 
been in good health 
until within an hour 
of his death. Acute 
dilation of the heart 
was given as the 
cause of death.
Mr. Price was 
bom in 1875 in Co­
lumbus, Miss. He 
received his educa­
tion at Washington 
and Lee University.
He had been in the 
accounting business 
for many years, 
having been asso­
ciated with Haskins 
and Sells and hav­
ing been a member 
of the staff of the 
Illinois Audit Com­
pany, Chicago, Ill., 
for 13 years. He had 
been in practice in Detroit for nearly seven 
years and at the time of his death held an 
enviable position in the esteem of all who 
knew him. He was at one time Secretary of 
the Michigan Association of Certified Public 
Accountants and at the time of his death was 
Vice President of that Association.
Mr. Price had been a member of the Amer­
ican Society of Certified Public Accountants 
since April, 1923, and was an enthusiastic
advocator of the 
principles of the So­
ciety. When the 
American Society 
held its a n n u a l  
meeting in Detroit 
in September, 1924, 
as guests of the 
Michigan Associa­
tion of Certified 
Public Accountants, 
Mr. Price was Gen­
eral Chairman of 
the C o n v e n t i o n  
Committees. H i s 
splendid spirit of en­
thusiasm and geni­
ality did much to 
make that meeting 
the delightful occa­
sion that it was. It 
was at that time 
that Mr. Price was 
elected a Vice Pres­
ident of the Ameri­
can Society. He was 
a member of the 
Aviation Town and Country Club of Detroit.
He is survived by his widow, Rose C. Price, 
and a daughter, Rosemary, aged nine years, 
and a brother, Farley Price, a certified public 
accountant of New Orleans, La.
Funeral services were held on Friday, 
April 17, 1925, at Birmingham, Mich.
PH IL IP  B. PRICE
V ice P resident o f the Am erican  Society o f Certified  
P u b lic  Accountants
J. Robert Mayes, C. P. A. (Ky. No. 1, July 
6, 1916), and one of the leading income tax 
authorities in the country, died at 5.15 Sun­
day afternoon, May 10, 1925, at his residence 
in Willow Terrace, Louisville, Ky. He had
been ill for several weeks; complications 
growing out of heart trouble was said to be 
the cause of his death.
Mr. Mayes was a son of T. Scott Mayes, 
State examiner. He was a native of Spring-
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field, Ky., receiving his education in the 
Springfield public schools and at the Univer­
sity of Kentucky.
Mr. Mayes was formerly president of the 
National Federation of Public Accountants 
and president of the Kentucky Board of Cer­
tified Public Accountants. He was a mem­
ber of the Phi Delta Theta fraternity, the 
Benevolent Order of Elks, the Old Colony 
Club, the Louisville Country Club and the 
Pendennis Club, the Kentucky Society of Cer­
tified Public Accountants and the American 
Society of Certified Public Accountants.
Besides his father, Mr. Mayes is survived 
by a sister, Mrs. John Verser Conner, of 
Louisville.
Funeral services and burial took place at 
the Springfield Cemetery on Tuesday, May 
13, 1925.
Lectures on Practice Before the 
U. S. Board of Tax Appeals
Mr. James A. Councilor, President of the 
District of Columbia Institute of Certified 
Public Accountants, announces that the In­
stitute has arranged with Mr. Charles D. 
Hamel, former Chairman of the United 
States Board of Tax Appeals, to deliver a 
series of lectures on Practice and Procedure 
before the Board of Tax Appeals.
While the recognition accorded to State 
licensed certified public accountants by the 
Board of Tax Appeals is of much advantage 
to the profession it carries with it a large 
responsibility. As Mr. Hamel pointed out in 
his first lecture, which was given on May 22, 
the position of the certified public accountant 
in this respect is similar to that occupied by 
an attorney at law who, upon admission to 
the bar, becomes an officer of the court. The 
court relies upon his integrity and the accu­
racy of his statements, and when he is found 
unworthy of this trust he is promptly dis­
barred. It is also incumbent upon the attor­
ney to assist the court in the performance of 
its work.
On a parity, and closely interlocking, with 
the duty which the certified public account­
ant owes to the Board is the responsibility to 
his client. This dual responsibility can best 
be discharged only with an intimate knowl­
edge and understanding of the requirements 
of the Board respecting procedure, the intro­
duction of evidence, etc.
The District Institute is especially fortu­
nate in having been able to interest Mr. 
Hamel in this matter. There is probably no 
one better qualified to lecture on this subject 
as he brings with him not only his experi­
ence as Chairman of the Board of Tax Ap­
peals but many years experience as a practic­
ing attorney and as Chairman of the Com­
mittee on Appeals and Review in the Bureau 
of Internal Revenue.
Believing that there are many members of 
the profession outside of Washington who 
will appreciate the opportunity of getting 
these lectures, the District Institute is hav­
ing them reported. Complete copies will be 
available shortly after the completion of the 
course about the latter part of June. They 
may be secured from Mr. C. Vaughn Darby, 
Secretary, Munsey Building, Washington.
D. C. The price has not been determined but 
will be nominal and will be given later upon 
application. As the number of copies will be 
limited it is suggested that anyone desiring; 
them make his reservation with the Secre­
tary as soon as possible.
BOARD OF TAX APPEALS ANNOUNCES 
SUMMER RECESS
Mr. Korner, Chairman of the United States 
Board of Tax Appeals, has announced that 
no hearings will be held by the Board in 
Washington during the period of June 1 to 
June 14, 1925, inclusive, and July 17 to Sep­
tember 7, 1925, inclusive.
Appeals filed during that period, except in 
cases of emergency, will be carried on the 
Reserve Calendar for assignment for hear­
ing after September 7, 1925, as circum­
stances warrant.
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June Tax Calendar
The following returns and reports are re­
quired by various States, of corporations as 
such, during June:
June 1. Arizona.— File annual report (corpora­
tion com m ission), last day June 30.
1. Arkansas.— File annual franchise tax re­
port.
File list of intangible property.
W ithholding agents file return.
1. Canada.— Fi le annual summary.
1. Colorado.— File annual report.
1. Delaware.— Corporations subject to man­
ufacturer’s or merchant’s tax file state­
ment.
1. Illinois.— Domestic corporations f i l e  
statement of capital stock (local as­
sessor).
1. Indiana.— Domestic corporations, file an­
nual report (last day sixty days after 
June 1).
1. Iowa.— Freight line companies, file an­
nual statement.
1. Maine.— Domestic corporations, file an­
nual report.
1. Minnesota.— Mining companies, pay tax 
on ore mined.
1 . Missouri.— Pay income tax.
1 . Mississippi.— Domestic corporations file 
report (local assessor).
1. Montana.— Foreign corporations, file an­
nual report.
 1. Nevada.— Pay second half of property 
tax.
1 . Nebraska.— Banks file semi-annual state­
ment.
1 . New Brunswick.— Foreign corporations, 
pay annual tax.
1. New Jersey.— Pay one-half bank stock 
tax.
1. New York.— Banks and banking associa­
tions, and holders of moneyed capital, 
file annual statement.
1. South Dakota.— Power companies and 
express companies file annual report.
1 . Texas.— Quarter-annual gross receipts 
tax,
 1. Wisconsin.— Banks and trust companies 
file list o f stockholders.
1 5. Federal.— Pay tax withheld at source.
Pay second installment income tax. 
Alien corporations file returns.
1 5. Mississippi.— Pay second installm ent of 
 income tax.
June 15. Montana.— Corporations (on calendar 
year basis) pay license tax.
15. North Dakota.— Pay second installm ent 
of income tax.
15. Ohio.— File franchise tax report.
20. Kentucky.— File monthly report of oil 
production.
20. Ohio.— Pay second half of tax on shares 
of bank stock.
30. Arizona.— Pay annual registration fee.
File annual report (corporation commis­
sion).
30. Kansas.— Domestic corporations, file an­
nual report to avoid forfeiture of char­
ter.
30. Nebraska.— Building and loan associa­
tions, file annual statement.
30. North Carolina.— Domestic corporations, 
file annual report.
30. North Dakota.— Investment companies 
file semi-annual report.
30. Oklahoma.— Gas, oil and mineral cor­
porations file quarter-annual report.
30. Oregon.— Oil, coal and mining compa­
nies, file annual report.
(Copyright, Prentice-Hall, Inc.)
The above is taken from the State Cor­
poration Tax Service, published by Prentice- 
Hall, Inc., 70 Fifth Avenue, New York City.
MICHIGAN’S NEW ACCOUNTANCY LAW
The Michigan Accountancy Bill has been 
passed by the Legislature and signed by the 
Governor, making for Michigan the most 
complete regulatory public accounting law 
yet enacted by any State. The bill as passed 
and signed by the Governor is in essentially 
the same form as that printed in the Feb­
ruary, 1925, issue of this magazine, page 
85, only very minor changes having been 
made. The law follows in practically every 
case the conclusions reached at the Legis­
lative Conference held in Washington last 
December.
CORRECTION IN DIRECTORY
CLARKSON E. LORD (N. J .) , 342 Madison Ave­
nue, New York City. Mr. Lord is also the 
holder of a New York C. P. A. certificate 
and should not have been listed with the 
qualifying abbreviation (N. J .).
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The Certified Public Accountant and the 
United States Board of Tax Appeals
By EDWARD C. GRUEN, C. P. A., Buffalo, N. Y.
1st 100 2nd 100 3rd 101 4th 100 Total %
Commissioner U p h e ld .......................................................  54 46 54 55 209 52
Commissioner Reversed ............................. .....................  14 18 20 15 67 17
Partially R e v e r se d .............................................................  22 33 25 28 108 27
Commissioner Admits Error...........................................  7 2 0 2 11 2
Settled on Stipulation................................... .....................  3 1 2 0 6 2
100 100 101 100 401 100
On the occasion of a recent visit to the 
United States Board of Tax Appeals there 
came to the writer’s mind a question which 
doubtless has also engaged the thought of 
many members of the accounting profession 
—“How has the Certified Public Accountant 
proven himself before the Tax Board?”
It is admitted among accountants gener­
ally that the action of the United States 
Board of Tax Appeals in extending to Cer­
tified Public Accountants the same practice 
privileges as accorded Members of the Bar, 
gave the profession of Accountancy one of 
the greatest, if not the greatest, recognitions 
in its history. It then behooves us to con­
sider how we have measured up to this rec­
ognition. Such consideration should be in 
the nature of an inventory, a self-searching 
examination to see how we as accountants 
have lived up to our responsibilities—for re­
sponsibility always attaches to recognition.
It is the purpose of this article to attempt 
just that, frankly, and, it is trusted, in every 
respect fairly, having in mind only one 
thought,—if analysis indicates that the Cer­
tified Public Accountants are weak in any 
phase of their appearances before the United 
States Board of Tax Appeals, let us recognize 
that weakness and endeavor to eliminate it.
The United States Board of Tax Appeals 
held its first hearing August 19, 1924. In 
the nine months from August 19, 1924, to
April 27, 1925, the United States Board of 
Tax Appeals has handed down 401 decisions. 
This by no means measures the volume of 
the work performed by the Board in that 
period, as there are on the reserve calendar 
and under consideration a great number of 
appeals upon which much work has been 
performed. This speaks volumes for the 
energy and industry of the Board, and the 
general acceptability of the decisions ren­
dered speaks with equal force for the quality 
of its work.
The first 401 decisions afford a good in­
dex of the need of the Board, and measure 
the relief afforded taxpayers. Table A sum­
marizes the Board’s action on these cases by 
groups of 100 and in total.
The interesting feature disclosed thereby 
is that the Commissioner has been upheld 
without change in only 52 per cent of the 
decisions rendered; in 17 per cent he has 
been completely reversed; in 27 per cent par­
tially reversed; in 2 per cent he has admitted 
the original proposal to assess taxes to have 
been in error; and in 2 per cent there has 
been a settlement amounting to a partial re­
versal on stipulation. These figures clearly 
demonstrate the need for the establishment 
of this Board of Tax Appeals, and that Con­
gress in incorporating same in the Revenue 
Act of 1924 accomplished one of the most 
constructive pieces of tax legislation to date.
Table A— Action of the Board
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A further analysis of the first 401 cases 
shows the representation before the Board 
to have been as shown in Table B.
In other words, in the first 401 cases the 
taxpayer has appealed personally in 15 per 
cent of the appeals; he has been represented 
by attorneys in 60 per cent; by C. P. A.'s in 
20 per cent; by attorneys and C. P. A.’s in 
cooperation in 2 per cent; there being un­
classified appearances, where the records at 
hand do not indicate the nature of the rep­
resentative, in 3 per cent.
It is natural to expect the preponderance 
of representatives to be attorneys. The idea 
of a C. P. A. as a representative before a 
court—and the Tax Board is of the nature of 
a court—is new. That 20 per cent of the 
appearances have been made by accountants 
speaks well indeed of the accounting profes­
sion. Tax work involves both accountancy 
and law; in some cases it is purely the in­
terpretation of the law; in other cases the 
interpretation of accounts; in many cases it 
is both. It is particularly noted that already 
there appears to be recognition of the fact 
that many tax cases call for the skill of both 
attorneys and accountants, indicated by joint 
appearances.
So much for the Board, its work, and the 
appearances. The important question for 
the consideration of Certified Public Account­
ants is how have they acquitted themselves 
in their appearances before the Board? 
Table C gives the answer.
In other words, in C. P. A. appearances 
before the Board, the Commissioner has been 
sustained in 52 per cent of the appeals, he 
has been reversed in 17 per cent, and in 30 
per cent been partially reversed.
In thirty of the fifty-eight decisions in the 
first 301 cases handed down by the Tax 
Board in appeals presented by Certified Pub­
lic Accountants, the Board has deemed it 
necessary to comment upon the quality of 
the evidence presented or the lack of evi­
dence. This seems strange, for the Certified 
Public Accountant is primarily trained to 
deal in facts and figures. It is his business 
to distinguish facts and to be able to present 
them in logical form capable of being under­
stood by others.
Possibly the explanation for the criticism 
of Certified Public Accountants because of 
the quality of or the lack of evidence pre­
sented in their appearances before the Board 
is to a considerable extent due to a lack of a 
full understanding and appreciation of the 
nature of those appearances. They are de 
novo appearances. The Board has before it 
absolutely nothing of the accumulation of 
papers, documents, exhibits, schedules, etc., 
which have been submitted in previous con­
ferences before the Bureau. It has before it 
for consideration absolutely nothing beyond 
that submitted at the hearing in the form of 
oral or documentary evidence, the admissions 
by the Commissioner and depositions, stipu­
lations, etc., filed. A case being presented
Table B— Appearances
By A tto rn ey s ......................
By C. P. A.’s ........................
By Attorney and C. P. A ..
By S e lf ....................................
Unclassified ........................
1st 100 2nd 100 3rd 101 4th 100 Total %
58 63 65 53 239 60
14 22 22 22 80 20
1 1 3 4 9 2
14 14 10 21 59 15
13 0 1 0 14 3
100 100 101 100 401 100
Table C— Results obtained by C. P. A.
Commissioner Upheld . . . . .  
Commissioner Reversed
Partially R ev e rse d .................
Commissioner Admits Error 
S tip u la tio n ............................... .
1st 100 2nd 100 3rd 101 4th 100 Total %
8 11 13 10 42 52
0 4 4 5 13 17
6 6 5 7 24 30
0 0 0 0 0 0
0 1 0 0 1 1
14 22 22 22 80 100
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before the Board must be considered as being 
presented to one who has never heard of or 
had any knowledge of its previous existence. 
One must start entirely anew as to a new 
listener and build up his story by a presenta­
tion of facts in a logical, concise and convinc­
ing manner.
These facts must be beyond question, i. e., 
clearly admissable evidence. What, then, 
constitutes admissable evidence? To fully 
answer that question within the limits of an 
article of this nature is impossible. It is a 
study in itself. There are standard legal 
texts in considerable number treating of this 
subject. It behooves every accountant who 
practices or plans to practice before the Tax 
Board to procure some such treatise and to 
familiarize himself with the general theory 
of evidence by thorough and careful study.
There have been two particularly notice­
able difficulties in the submission of evidence 
before the Tax Board—Hearsay Evidence 
and Ex-Parte Affidavits. These, and the 
more important others are best outlined by 
the following quotations taken direct from 
the Board’s Opinions:
Citations from Commerce Clearing House
Board of Tax Appeals and Federal Court
Service
In deciding this appeal we do not deter­
mine that the taxpayer was not entitled to 
make his income-tax return upon an install­
ment basis. Had sufficient evidence been 
submitted for our consideration, his appeal 
might have merited a favorable decision.
Rule 20 of this board provides that the 
burden of proof is on the taxpayer. That 
means that he must introduce sufficient evi­
dence to make a prima facie showing that 
the Commissioner committed the errors al­
leged in the petition and to overcome the 
proofs submitted on behalf of the Commis­
sioner. Such a showing must cover all the 
elements necessary to establish the aver­
ments of the petition. This board is required 
by law to make findings of fact. Such find­
ings can not be made upon conjecture, ex 
parte statements, or argument. They must 
be supported by evidence presented to the 
board. What has been submitted to or con­
sidered by the Bureau of Internal Revenue is 
beyond the ken of this board. The body is 
“an independent agency in the executive 
branch of the Government” ; it has no con­
nection with the Bureau of Internal Reve­
nue, and evidence that has been introduced 
before any other department of the Govern­
ment must be re-introduced before this board 
before we can consider it.
In this appeal, the taxpayer introduced his 
cash book ledger in evidence. The accounts 
shown therein support the findings of the 
Commissioner as to the amount of net profits 
in the year at issue. The books of account 
which were introduced were kept in such a 
manner that they do not permit a computa­
tion of the taxpayer’s income on an install­
ment basis. Allusion in the testimony to 
other books kept in the office of the tax­
payer, and not introduced in evidence, does 
not satisfy us that error was committed by 
the Commissioner. We can not assume what 
might be proven by evidence which was not 
introduced.
The taxpayer asks us to allow a deduction 
of $400, estimated by him to be the total ex­
penditures made by him during the year in 
question for admissions and sales taxes. He 
produced no vouchers or accounts to show 
any payments; he admits that the amount is 
an estimate, and asserts that it is a fair and 
reasonable allowance for a person in his cir­
cumstances of life. This is asking the board 
to make a finding without proof. We can not 
indulge in conjecture.
The deficiency determined by the Commis­
sioner must be approved.
This appeal must fall for lack of evidence. 
While in some cases it may be true that ac­
counts receivable are not collectible to the 
full extent of their face value, this is a ques­
tion of fact as to which the finding must
252 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
properly be based upon evidence. Here the 
taxpayers have not proven the actual value 
of any of the 300 accounts in question, but 
have contented themselves with a general 
statement that 10 per cent is believed to be a 
fair discount. This is a conclusion and 
standing alone is insufficient.
As to the inventory which the taxpayers 
allege was worth less than the book value, 
we are likewise without evidence. The wit­
ness merely said that some of the stock on 
hand was slow and some was quick. He 
could not remember whether at the close of 
1919 values of stock in trade in the grocery 
business were going up or down. He had 
himself priced the inventory, placed it upon 
the books, and in the absence of convincing 
evidence we can not now say that he was 
then in error; and in the absence of proof 
as to its actual value we can not say that 
the book value was too high.
The taxpayer has submitted no evidence 
whatever in support of its contentions. It 
was suggested by counsel for the taxpayer 
that the averments contained in the petition 
are supported by the taxpayer’s tax return 
for the year ended January 31, 1918. A copy 
of that return was submitted in evidence by 
the Commissioner. The only other evidence 
before the board is a copy of the letter of 
December 1, 1923, also offered by the Com­
missioner.
From the evidence before it the board is 
unable to determine whether there is any 
abnormality of invested capital or of income 
which would entitle the taxpayer to consid­
eration under the relief provisions of the 
Revenue Acts of 1917 and 1918, or whether 
consideration under those provisions would 
afford any relief. In view of this lack of 
evidence the determination of the Commis­
sioner of a deficiency in tax for the fiscal 
year ended December 31, 1918, in the amount 
of $36,025.06, must be approved.
It offered to prove this by absolutely in­
competent evidence such as alleged trans­
cripts from the books of the corporation 
without the production of the books, of the 
custodian of the books, or of the person who 
made the transcript; by the conclusions of 
an accountant who had examined the books 
and had been told certain things by officers 
of the taxpayer, and by the conclusions of a 
revenue agent which had not been accepted 
by the Commissioner. It was necessary for 
the board to exclude this evidence as incom­
petent with the result that the taxpayer 
wholly failed to prove its contentions and the 
board is in a position to find no facts except 
those stated in the findings above. Upon the 
record, the taxpayer has failed to show error 
on the part of the Commissioner and his de­
termination must be approved.
But there is no evidence before us from 
which we could infer that the property re­
ceived in payment at the time of sale was 
not worth its face value.
The burden is upon the taxpayer to prove 
its contention to a degree at least establish­
ing a prima facie case. This the taxpayer 
has wholly failed to do and the board is in a 
position to find no facts except those stated 
in the findings above. These findings do not 
show that there is error in the Commission­
er’s determination, and the same is approved.
The taxpayer has introduced no evidence 
to show that any portion of the amount he 
claims as inventory at the beginning of the 
year was actually not paid for, and therefore 
not included in cost of goods in prior years 
and deducted from returns; nor has he in­
troduced any evidence as to the value of in­
ventory as of March 1, 1913. In the absence 
of such evidence, the board can not presume 
that the taxpayer’s inventory had any value 
as of March 1, 1913, nor can it presume that 
any portion of the inventory as of January
1, 1920, was not paid for at that time. Such 
evidence, if it existed, was in the possession
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of the taxpayer and his failure to introduce 
it must necessarily be construed to mean 
that the goods in the inventory were all paid 
for in prior years, and that the partnership 
was without inventory on March 1, 1913.
Counsel for the taxpayer stated at the 
hearing that, “The only proof I have is the 
auditor’s report which I will ask be allowed 
to go in as evidence.” No original records 
were offered nor was the auditor who pre­
pared the report called as a witness. On the 
objection of counsel for the Commissioner 
the report was held to be inadmissible.
The above facts are not sufficient to estab­
lish “debts ascertained to be worthless” and 
the determination of the Commissioner is 
approved.
Upon the record, the board can reach no 
other conclusion than that the determina­
tion of the Commissioner must be approved. 
It is true that a stipulation of facts was 
filed, but this sets out no facts upon which 
the board could base a conclusion. Essential 
facts relating to and affecting the life of the 
property and whether the expenditures re­
ferred to were capital expenditures or ordi­
nary and necessary expenses were not pre­
sented.
At the hearing the taxpayer’s representa­
tive offered to substantiate the allegations of 
the petition by ex-parte affidavits and letters. 
On objection by the Solicitor, these were re­
jected by the board, whereupon the represen­
tative asked for a further continuance in 
order that he might produce evidence on the 
points in issue. It appeared, however, that 
the representative of the taxpayer had ap­
peared in this case on October 20, 1924, and 
at that time was not prepared to proceed 
with the trial on its merits because he was 
unable to introduce necessary evidence. At 
that time he was advised of the rules of the 
board with respect to ex parte affidavits arid 
with respect to the introduction of evidence 
generally. The case was restored to the
calendar and subsequently set down for hear­
ing on December 3, 1924, in order to give the 
taxpayer’s representative an opportunity to 
secure and introduce evidence. A further 
continuance was denied. While it is the de­
sire of the board to give taxpayers every op­
portunity to present all facts in connection 
with appeals, out of consideration for the 
public interest, it does not feel that taxpay­
ers or their representatives should wholly 
disregard its rules and neglect, after being 
fully advised, to offer material evidence. The 
board in this case gave the taxpayer ample 
opportunity to be heard.
In view of the foregoing it is the opinion 
of the board that the determination of the 
Commissioner should be approved.
In the absence of affirmative evidence that 
the assets sustained a greater depreciation 
in 1918 than in the years prior to the ap­
praisal as indicated thereby, we are of the 
opinion that the depreciation established in 
the appraisal should be applied to the year 
1918.
The foregoing quotations are from eleven of the 
first 300 cases decided by the Board.
There is one further matter wherein the 
Certified Public Accountant can greatly 
strengthen his case before the Board—the 
Brief. The Tax Board on one occasion said: 
“The Taxpayer has not sought to assist 
this Board by filing a brief in support of his 
contention.”
As those who have been before the Board 
know, oral testimony and evidence submitted 
is taken of record by stenographers, subse­
quently transcribed, and made a part of the 
record of the case. No such record is made 
of arguments advanced in support of the 
contentions raised. Considerable time natu­
rally elapses between the oral hearing and 
the handing down of the decision. It is im­
possible for those who heard the argument 
to remember all there presented. The only 
logical and proper thing to do is to submit 
in the form of a Brief, as concise as possible,
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a logical statement of the argument for the 
allowance of the contentions made. It is 
scarcely doing justice to a client to omit this 
very necessary feature.
The foregoing might give the impression 
that the Certified Public Accountants have 
not measured up to their responsibilities in 
appearances before the Board. Such, how­
ever, is neither the fact nor the idea which 
this article seeks to convey. It is by no 
means sure that a difference in the presenta­
tion of evidence would have brought about a 
different answer in the appeals mentioned. 
It is quite possible that there was no more 
evidence than that presented.
For our enlightenment, it might not be 
amiss to see what the attorneys have accom­
plished in their appearances (see Table D).
They, too, have been criticised in respect
Secretary Hoover Addresses Advertising Convention
The following is quoted from an address 
of welcome by Secretary Herbert Hoover 
before the Twenty-first Annual Convention 
of the Associated Advertising Clubs of the 
World at Houston, Tex., on May 11, 1925:
It is not too much to say that from all the many 
inventions and the multitude of ideas that are 
poured forth daily in the preparation of advertis­
ing there is emerging a science and a profession. 
It is becoming a science in its search for method 
and a profession in its skill of management. I am 
told there are seven thousand students in our busi­
ness educational institutions preparing for adver­
tising as a career.
But the milestone which will mark the passage 
from a trade to a profession is the establishment 
of group ethics. It is upon this subject that I wish 
to lay some emphasis. The group characteristic 
of law and medicine and engineering is not alone 
the training of skill required, it is the elevated
code of relations with fellow men, the incorpora­
tion of responsibility to the community into the 
daily task, the insistence upon a high sense of 
service given, that marks their distinction. The 
use of the slogan “truth in advertising” and the 
vigilance agencies which you have set up to pro­
tect the consumer are themselves the finest o f  
proof that this business is evolving toward highly 
ethical standards.
Advertising unfortunately still has to contend, 
with some residue of unethical practices and with 
accumulated prejudices whi ch arise from the 
methods of many years ago. But in the organiza­
tions which you have set up, the principles which  
you have advocated, the practical steps which you 
have undertaken, we are seeing a new day in the . 
ethics of advertising itself. And just so far as 
those ethical principles are embodied in practice, 
just that far will the public grow in confidence in 
advertising and just that far have you progressed. 
into a profession.
to evidence submitted to practically the same 
extent as ourselves. None are perfect, indi­
vidually or as a class.
The one and only thought of the writer is : 
There appears to be a weakness in our ap­
pearances before the Tax Board; that weak­
ness is readily discernable and can be rem­
edied; a knowledge and understanding of 
that weakness will effect its correction. It 
is a wise man who seeks out his weaknesses 
to correct them, and a fool who condones 
them.
Further, let us not forget that among the 
decisions handed down by the Tax Board in 
appeals presented by Certified Public Ac­
countants there are many that must be 
ranked as notable victories of the right, and 
that will long be cited as precedent in tax 
law.
Table D— Results obtained by Attorneys
Commissioner U p h e ld ..........
Commissioner Reversed . . .
Partially R e v e r se d .................
Commissioner Admits Error 
S tip u la tio n ...............................
1st 100 2nd 100 3rd 101 4th 100 Total %
 30 25 34 30 119 50
 12 11 12 7 42 18
13 25 17 15 70 29
0 2 0 1 3 1
3 0 2 0 5 2
58 63 65 53 239 100
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A N N O  U N C E M E N T S
Robert L. Chestnutt, C. P. A., Flay L. 
Murphy, C. P. A., and William E. Poole, Jr., 
announce the formation of a partnership 
under the firm name of Chestnutt, Murphy, 
Poole and Company, Auditors and Public 
Accountants, with offices in the London 
Guarantee and Accident Building, 360 North 
Michigan Avenue, Chicago, Ill.
Epstein & Wulfing, Certified Public Ac­
countants, announce the removal of their 
offices to 27 William Street, New York City.
Chester P. Child, C. P. A., Harry M. Smith,
C. P. A., and George R. Young announce the 
formation of a partnership for the general 
practice of accounting under the firm name 
of Child, Smith & Young, with offices in the 
Waterbury National Bank Building, 193 
Grand Street, Waterbury, Conn., under the 
direction of George R. Young, C. P. A., Resi­
dent Partner.
Chester P. Child and Harry M. Smith an­
nounce the formation of a partnership for 
the general practice of accounting under the 
firm name of Child & Smith, Certified Public 
Accountants, with offices in the National City 
Building, 17 East Forty-second Street, New 
York City.
Burnham Asch & Associates, Certified 
Public Accountants, announce the removal of 
their offices to 1440 Broadway, New York 
City.
H. C. Goettsche & Co., Certified Public 
Accountants, announce the removal of their 
offices to 729-32 Chicago Stock Exchange 
Building, 30 North La Salle Street, Chicago, 
Ill.
William H. Tessley & Company. Certified 
Public Accountants announce the firm name 
has been changed to W. H. Teasley & John
L. Riemer, Certified Public Accountants, and 
the association of W. W. Withee, C. P. A. 
They have removed their offices to Suite 
261-2-3, New Chamber of Commerce Build­
ing, Los Angeles, Calif.
J. H. Greenhalgh & Company announce 
the removal of their offices to 332 South 
Michigan Avenue, Chicago, Ill.
J. S. Luther and Company announce the 
removal of their offices to the Atlantic Na­
tional Bank Building, 10 Post Office Square, 
Boston, Mass.
Maurice Richel, C. P. A., announces the 
removal of his office to the Johns-Manville 
Building, 292 Madison Avenue, New York 
City.
Abraham Baumgarten, C. P. A., announces 
the removal of his offices to 1440 Broadway, 
New York City.
Filmore Horwich & Co., Certified Public 
Accountants, announce the removal of their 
offices to 1208-1210 Burnham Building, 160 
North La Salle Street, Chicago, Ill.
Feinberg & Jacobs, Certified Public Ac­
countants, announce the removal of their 
offices to 1440 Broadway, New York City.
Alfred J. Stem, C. P. A., W. Ellis Porter,
S. Carlton Kingston, C. P. A., and Lucius H. 
Coleman, C. P. A., announce the formation 
of a partnership under the firm name of 
Stern, Porter, Kingston & Coleman, with 
offices at Fifth Avenue Guaranty Building, 
522 Fifth Avenue, New York City.
Herskowitz & Herskowitz, Certified Public 
Accountants, announce the removal of their 
offices to Suite 1005. 302 Broadway, New 
York City, where they will continue their
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practice of accountancy in their larger quar­
ters.
Leo Malat, C. P. A., announces the removal
of his office to 1560 Broadway, New York 
City.
Maxwell Schaller, C. P. A., and Alfred N. 
Maas, C. P. A., announce the merging of 
their accounting practices under the firm 
name of Schaller & Maas, with offices at 
1170 Broadway, New York City.
Joseph H. Kraus, C. P. A., announces the 
removal of his offices to 1 Madison Avenue, 
New York City, where he will continue the 
general practice of accountancy.
Howard C. Nern, C. P. A., announces the 
removal of his offices to 7, 8, and 9 Carney 
Building, Seventh Street, Parkersburg, W. 
Va.
Edward F. Taylor, C. P. A., announces his 
withdrawal from the firm of Alexander & 
Taylor, and the formation of a partnership 
with Mr. Geo. M. Stanton, accountant and 
attorney at law, under the firm name of 
Taylor-Stanton & Company, with offices at 
315-316 Herald Building, Augusta, Ga., 822-3 
Candler Building, Atlanta, Ga., and Southern 
Mutual Building, Athens, Ga.
Max Goodman, C. P. A., formerly of 
Goodman & Goodman, announces the removal 
of his offices to 1440 Broadway, New York 
City.
Emanuel M. Edelson, C. P. A., announces 
the removal of his offices to 1440 Broadway, 
New York City.
Leslie, Banks & Company announce the re­
moval of their New York office to 7 Dey 
Street, New York City.
Barry P. Baumann and Kenneth B. Elliott 
announce the formation of a partnership for 
the practice of accounting under the firm
name of Baumann, Elliott and Company, 
Certified Public Accountants, with offices in 
the Continental and Commercial National 
Bank Building, 208 South La Salle Street, 
Chicago, Ill.
Harry A. Finkelstein, C. P. A., announces 
the removal of his office to 154 Nassau Street, 
New York City.
Frank Loeb Schneider Co. announce the 
removal of their New York office to 1440 
Broadway, New York City.
Theodore A. Crane, C. P. A., announces the 
removal of his offices to Lords Court Build­
ing, 27 William Street, New York City.
Kohler, Pettengill & Company, Certified 
Public Accountants, announce the removal of 
their Chicago offices to 1329 Tribune Tower, 
435 North Michigan Avenue, Chicago, Ill.
Irving George Miller, C. P. A., announces 
the opening of offices at Suite 1205 Marquette 
Building, 140 South Dearborn Street, Chi­
cago, Ill.
Meyer Bernstein, C. P. A., announces the 
removal of his offices to Johns-Manville 
Building, 292 Madison Avenue at Forty-first 
Street, New York City.
Wilder G. Tiffany, C. P. A., announces the 
removal of his office from 710 Brisbane Build­
ing, to 621 Ellicott Square, Buffalo, N. Y.
Cornell & Company, certified public ac­
countants, announce the opening of their St. 
Louis office at 1036-1042 Arcade Building, 
with John W. Snider and Ralph E. Wiegel 
as resident partners.
Park, Byrne & Co. announce that Elmer
O. Stevens, C. P. A ., formerly at 120 Liberty 
Street, has joined the firm which will here­
after be known as Park, Byrne & Stevens, 
141 Broadway, New York City.
(Continued on page 282)
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The Accountant’s Legal, Moral and 
Financial Responsibility
By RICHARD FITZ GERALD, C. P. A., Lybrand, Ross Bros. & Montgomery, Detroit,
Michigan.
(Delivered at meeting of the Michigan Association of Certified Public Accountants, April 2, 19 25.)
(C ontinued  from  la s t  m onth )
“ (4) Ordinarily what is known as a test audit 
is sufficient, but in every case there must be a 
careful survey of the assets, the liabilities, the in­
come, and the expenses, in order that the auditor 
may satisfy himself that the assets and the income 
are accounted for, and that the liabilities and ex­
penses are properly supported. The auditor need 
not verify every item, but he must not omit any 
part of an audit which the custom of the profession 
decrees should be covered.
“ (5) The experience of other practitioners and 
access to recognized authorities on the subject be­
ing available, a defense of ignorance as to what 
is required in an audit w ill not save an auditor 
from responsibility for failure to follow settled  
rules of practice.
“ (6) The general rule of the common law, that 
all men are considered honest until proved dishon­
est, may be observed by an auditor with respect to 
the staff of the client; but he is charged with an 
exceptional degree of diligence in recognizing indi­
cations of dishonesty on the part of those who 
occupy responsible positions.
“ (7) An auditor’s relation to his client is in the 
highest degree confidential, and he has no legal 
right to communicate with third parties (debtors 
or creditors) unless he secures permission to do so. 
If his position as auditor becomes incompatible 
with honesty, he may withdraw at any time, but 
he is not at liberty to disclose to outsiders the 
cause of his withdrawal.
“ (8) In communicating with his client, how­
ever, the auditor is bound to disclose information, 
of Whatever nature it may be, which is of value 
to the client, and any suppression of material facts 
is at his own risk.
“ (9) In the event of loss through an auditor’s 
negligence, the client may recover damages against 
him. The measure of damages is the amount 
which the client or other interested party has lost 
as a legal consequence of the auditor’s failure to 
properly perform his duty.”
  Skill: In Smith vs. London Assurance Cor­
poration, 96 N. Y. Supplement 820, the ap­
pellate division of the Supreme Court of New 
York held the accountants liable for the sums 
embezzled. In this case it was shown that 
public accountants were employed on the ex­
press agreement that they should frequently 
check the plaintiff’s cash account in one 
branch of its business and verify the items 
therein; that they negligently and wilfully 
failed to do so, and that on account of such 
failure its cashier was enabled to embez- 
zle large amounts of money. In the decision 
the court quotes from Cooley on Torts (2nd 
Ed. p. 277) as follows:
“Every man who offers his services to another 
and is employed, assumes the duty to exercise in  
the employment such skill as he possesses with 
reasonable care and diligence. In all those em­
ployments where peculiar skill is requisite, if one 
offers his service, he is understood as holding him­
self out to the public as possessing the degree of 
skill commonly possessed by others in the sam e 
employment, and, if his pretensions are unfounded, 
he commits a species of fraud upon every man who  
employs him in reliance on his public profession. 
But no man, whether skilled or unskilled, under­
takes that the task he assumes shall be performed 
successfully and without fault or error. He under­
takes for good faith and integrity, but not for in­
fallibility, and he is liable to his employer for neg­
ligence, bad faith, or dishonesty, not for losses 
consequent upon mere errors of judgment.”
Reasonable Care: In re Republic of Bol- 
livia Exploration Syndicate, Ltd., 1 Chancery 
Division, 139 (Eng.) 1913, it was held that 
company aduitors are bound to know or make 
themselves acquainted with their duties and 
if the audited balance sheets do not show 
the true financial condition of the company
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and damage is thereby occasioned, the onus 
is on the auditors to show that this damage 
is not the result of any breach of duty on 
their part. Auditors are prima facie re­
sponsible for ultra vires payments made on 
the faith of their balance sheet, but wh ether 
and to what extent they are responsible for 
not discovering and calling attention to the 
illegality of payments made prior to the au­
dit must depend on the special circumstances 
of each case.
This decision shows the need for a com­
plete understanding with a client before 
work is undertaken. The accountant should 
know exactly what the client wants and be 
sure, if he is not given a free hand, that the 
limitations on his services are made clear to 
the client and all other parties concerned, 
and that they appear on any statements or 
certificates he may prepare.
An auditor is held to reasonable care but 
is entitled to draw a conclusion from test 
checks. In re London and General Bank 
case, 2 Ch. Div. 673 (1895) the court said:
“What is reasonable care in any particular case 
must depend upon the circumstances of that case. 
Where there is nothing to excite suspicion, very 
little inquiry will be reasonable and sufficient; 
and in practice, I believe, business men select a 
few cases haphazard, see that they are right, and 
assume that others like them are correct also. 
 Where suspicion is aroused more care is obviously 
necessary, but still an auditor is not bound to ex­
ercise more than reasonable care and skill even in 
a case of suspicion, and he is perfectly justified in 
acting on the opinion of an expert where special 
knowledge is required.”
In the valuation of inventories and other 
matters requiring specialized knowledge, it 
would seem that the accountant is entitled 
to rely on the judgment of the trusted and 
skilled employees of his client or, of experts 
of recognized standing.
Auditors Not Insurers: The auditor does 
not insure or guarantee the correctness of 
his statements. He is only held to reason­
able care.
In a recent decision of the Supreme Court, 
Appellate Division, N. Y., Justice Martin
quoted from Lord Justice Lopes (page 290) 
as follows:
“The duties of auditors must not be rendered 
too onerous. Their work is responsible and la­
borious, and the remuneration moderate. I should 
be sorry to see the liability of auditors extended 
any further than in In re London and General 
Bank. (1) Indeed, I only assented to that de­
cision on account of the inconsistency of the state­
ment made to the directors with the balance sheet 
certified by the auditors and presented to the 
shareholders. This satisfied my mind that the 
auditors deliberately concealed that from the 
shareholders which they had communicated to the 
directors. It would be difficult to say this was not 
a breach of duty. Auditors must not be made 
liable for not tracking out ingenious and carefully 
laid schemes of fraud when there is nothing to 
arouse their suspicion, and when those frauds are 
perpetrated by tried servants of the company and 
are undetected for years by the directors. So to 
hold would make the position of an auditor in­
tolerable.”
In preparing certified balance sheets and 
income statements for submission to third 
parties care should be taken to clearly show 
in the accompanying certificate all essential 
qualifications. It is not enough to say—sub­
ject to our detailed report made on such and 
such a date to so and so.
In re London and General Bank, 2 Ch. Div. 
673 (1895) the court said:
“An auditor, however, is not bound to do more 
than exercise reasonable care and skill in making 
inquiries and investigations. He is not an in­
surer; he does not guarantee that the books do 
correctly show the true position of the company’s 
affairs; he does not guarantee that his balance 
sheet is accurate according to the books of the 
company. If he did, he would be responsible for 
an error on his part, even if he were himself de­
ceived, without any want of reasonable care on 
his part, say, by the fraudulent concealment of the 
book from him. His obligation is not so onerous 
as this.
“Such I take to be the duty of the auditor: He 
must be honest— that is, he must not certify what 
he does not believe to be true, and he must take 
reasonable care and skill before he believes that 
what he certifies is true.”
Inasmuch as an auditor’s relation with 
his clients is a contractural one, he should 
be careful to avoid affirmative action that
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anight render him liable as insurer or 
guarantor.
Right to Assume Honesty of Clients’ Em­
ployees: In the absence of suspicious circum­
stances the accountant has the right to as­
sume that the employees of his client are 
honest and to rely on them to the same ex­
tent his client does. This has saved some 
accountants from the consequences of their 
negligence, inasmuch as they have been able 
to plead that they relied on the trusted em­
ployees of the client, as they had the right to 
do, and were deceived to an equal degree 
with the client. In a recent New York de­
cision the court said:
“The auditors relied on Blank. They were de­
ceived by him. So were the plaintiffs. The audi­
tors could have performed their work independ­
en tly  of what they were told by  Blank. But Blank 
was the employee who dealt with them and who 
gave them the books and papers upon which they 
were to work. They did not suspect any wrong­
doing; and believed they were justified in taking 
the information given them by the firm’s repre­
sentative, who exercised without interference, 
power to deal with them in reference to their 
work. The auditors relied on Blank’s honesty, but 
no more than did plaintiffs.”
Liability to Third Parties: Where a third 
party, relying on an accountant’s report, en­
ters into a contractural relation with the ac­
countant’s client, the general rule is that the 
accountant has no responsibility to the third 
party. In an American decision it was held 
that inasmuch as there was no contractural 
relation between the third party and the ac­
countants, there was no breach of duty; that 
the third party was a stranger to the ac­
countants ; and, as no duty rested upon them 
to him, they could not be guilty of any neg­
ligence of which he could complain.
While this is the general rule it is my 
opinion that an accountant might become 
liable to a third party under certain circum­
stances. In a case in which this question 
arose, an abstracter of titles who furnished 
an abstract to the owners of property was 
held liable to the purchaser, who relied on 
it, on the theory that there was privity of
contract between them. In another case the 
rule was laid down that an abstracter is 
liable for negligence to an undisclosed prin­
ciple where he had knowledge that his re­
port is intended for a third party or for a 
specific use. (Dickie vs. Nashville Abstract 
Co. (1890) 89 Tenn. 431, 24 Am. St. Rep. 
616, 14 S. W. 896), (Young vs. Lohr (1902) 
118 Iowa, 624, 92 N. W. 684). 
 The liability to a third party depends upon 
privity of contract. If an accountant has 
knowledge that his report is intended for a 
third party, even though that party be un­
known to him, it would appear that he is 
liable. There is a long line of decisions sup­
porting this view:
Talpey vs. Wright (1895) 61 Ark. 
275, 54 Am. St. Rep. 206, 32 S. W. 1072.
Schade vs. Gehner (1896) 133 Mo. 
252, 34 S. W. 576.
Zweigardt vs. Birdseye (1894) 57 Mo. 
App. 462.
Glawatz vs. People’s Guaranty Search 
Co. (1900) 49 App. Div. 465, 63 N. Y. 
Supp. 691.
Lockwood vs. Title Ins. Co. (1911) 73 
Misc. 296, 130 N. Y. Supp. 824.
Equitable Bldg. & Life Asso. vs. Bank 
of Commerce & T. Co. (1907) 118 Tenn. 
678, 12 L. R. A. (N. S.) 449, 102, S. W. 
901, 12 Ann. Cas. 407.
In Anderson vs. Spriestersbach (1912) 69, 
Wash. 393, 42 L. R. A. (N. S.) 176, 125, Pac. 
166, it was held that one preparing an ab­
stract of title to real estate at the instance 
of the owner of property, which, at his in­
stance, is delivered to a stranger whom the 
abstracter knows will rely on it in dealing 
with the property, is liable to him for losses 
resulting from a material error or an omis­
sion in the abstract.
Scope of Verification: There is authority 
indicating that an auditor is not required to 
go outside of the books and records in the 
performance of his work and is not required 
to communicate with debtors, creditors or 
other outside parties. In Irish Woolen Com­
pany, Lim. vs. Tyson et al., decided by the
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Irish Court of Appeals, January 20, 1900 
(Acct. L. R., 1900, p. 13) the court said:
“He (the auditor) is entitled to see the com­
pany’s books and the materials for their books, 
and also to ask for explanations. But he is not 
called on to seek for knowledge outside the com­
pany, or to communicate with customers or 
creditors.”
The English courts have drawn a distinc­
tion between the accountant and the auditor, 
due to peculiar local conditions, regarding 
the former as the person who writes up and 
keeps the books and the latter as the person 
who vertifies their accuracy. No such dis­
tinction exists in the United States nor have 
had our courts, as far as I can find, the occa­
sion to make this distinction. In Short & 
Compton vs. Brackett; Colchester County 
Court, May 6, 1904 (Acct. L. R., 1904, p. 
85); the court said:
“An accountant making an investigation of ac­
counts for an incoming partner is entitled to as­
sume that the books are correct, the accountant 
not having been instructed to audit, but merely 
to make up the account from the books.”
It should be regarded as probable that the 
American courts will, in giving weight to the 
English precedents, consider essential differ­
ences in methods of practice and hold Ameri­
can practitioners to recognized American 
standards.
In a case where dividends were paid out 
of capital and the auditors passed the ac­
counts, the auditors were held liable (Leeds 
Estate Building and Investment Society, 
Lim. vs. Shepherd, L. R., 36 Ch. Div. 787 
(Aug. 9, 1887)):
“Held that it was the duty of the auditor in- 
verifying the accounts of the company not to con­
fine himself to verifying the arithmetical accuracy 
of the balance sheet, but to inquire into its special 
accuracy and to ascertain if it contained the par­
ticulars specified in the articles of association and 
was properly drawn up to contain a true and ac­
curate representation of the company’s affairs.
“ * * * The payment of the dividends, di­
rectors’ fees, and bonuses to the manager actually 
paid in those years appears to be the natural and 
immediate consequence of such breach of duty; 
and I hold L. liable for damages to the amount 
of the money so paid.”
Contributory Negligence: In order to suc­
cessfully hold the accountant for losses the 
client, in the absence of fraud, must not have 
been negligent or blameworthy himself. If 
the client does not employ proper accounting 
methods or safeguard his property by ade­
quate internal check, all the accountant can 
do is show the conditions as they are and 
call attention to the imperfect nature or the 
inadequacy of the records and system. As 
the court very aptly said in re Kingston Cot­
ton Mills Co., 2 Ch. Div. 279 (Court of Ap­
peals May 19, 1896):
“He (the auditor) is a watchdog, but not a 
bloodhound.”
In an Appellate Division, Supreme Court, 
New York, case the court said:
“Although a proper audit would have disclosed 
facts leading to the discovery of Blank’s wrong­
doing, there are a number of other elements enter­
ing into this case which show that the plaintiffs 
are not without blame and could have avoided the 
loss. * * *
“His various and divers duties and powers put 
him in a position to keep records and papers
* * * so as to deceive the accountants who 
relied on him. If it be assumed that they should 
not have done so, it is nevertheless true that the 
plaintiffs also relied upon him to an extent 
beyond all reason in view of all the circum­
stances. * * *
“It also appears that the accountants notified 
the plaintiffs in writing that a certain ledger 
should not be taken out of the control of one H
* * * The accountants wrote the plaintiffs ‘as 
this ledger is now operated, it is practically a check 
on the sales department and we see no advantage 
in establishing a separate ledger.’ Notwithstand­
ing this advice, plaintiffs put that ledger under 
Blank’s direction leaving him with control of every 
book in the office necessary to work his schemes 
and, at the same time, conceal his misdeeds.”
FINANCIAL RESPONSIBILITY
It is my conclusion that:
1. The accountant is liable for losses aris­
ing through his negligence or which could 
have been prevented if he had performed his 
work with reasonable skill and diligence. In 
the absence of contributory negligence the 
client could recover the full measure of his
l o s s . (C on tin u ed  on p a g e  264.)
T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 261
Reducing Losses from Obsolete Material
(From Leaflet Number One, January, 1925, on “Management Methods” issued by Policyholders’ 
Service Bureau of the Metropolitan Life Insurance Company)
Losses from obsolescence may be minimized 
where its appearance is recognized not as an un­
fortunate accident but as a regular incident in the 
conduct of business. This leaflet presents the 
methods used by manufacturers and merchants to 
control losses arising from stocks and materials 
no longer in demand.
The leaflet is sharply divided into two parts: 
Part one w ill consider methods used by manufac­
turers to reduce losses from obsolescence; part 
two w ill present methods used by merchants to 
reduce such losses.
PART I
The Handling of Obsolescence by Manufacturers 
The following suggestions relative to the han­
dling of obsolescence are taken from the experi­
ence of a considerable number of representative 
manufacturing companies:
(1) Assemble all obsolete parts at inventory 
time and decide whether they are to be scrapped 
or used in some other way.
(2) Where items have been deemed obsolete, 
a limited number of pieces should be reserved 
to  take care of repair and replacement parts.
(3) Obsolete parts carried in reserve should 
b e shown at nominal or salvage value.
(4) Where parts become obsolete because of 
change in design, the stores department should 
be notified and the parts changed, either scrap­
ped or, if there is any chance of their future 
use, priced at a nominal figure.
(5) To provide for the best utilization of 
changed parts, a list of them should be sup­
plied to the engineering department or to the 
designing department so that it may be in a 
position to develop other uses for such items.
(6) The head of the stores department should 
report balance cards, which show no withdraw­
a ls ,  for which items a determination should be 
made as to whether or not they are to be con­
sidered  obsolete.
(a) Once a year, at least, a review should 
be made of stores for which permanent in­
ventory records are maintained, and any ma­
terials, finished parts, or completed apparatus 
having had no activity, or very slight activity, 
during the past year should be listed, and the 
engineering and sales departments thereupon 
consulted to determine whether the items 
should be depreciated and held, changed to 
render them usable, or scrapped. A similar
procedure should be used for reporting inac­
tive stocks in warehouses.
(7) Where obsolete stocks can not be imme­
diately used, the advisability of placing them in 
suspense stock should be considered. Large 
companies maintain a salvage or obsolete mate­
rials department to which excessive stocks are 
transferred and card records maintained thereof 
by quantities and description.
(8) Before a change of existing design in a 
standard line is authorized, a request should be 
sent to all points at which may be kept stocks 
of raw m aterials, finished parts or completed 
apparatus belonging to the line under consid­
eration, to ascertain the quantities and values 
of such stock. Such reports should then be 
summarized and the approximate cost of the 
change in design under consideration be deter­
mined before final action is taken.
(9) Where stocks of raw material and fin­
ished stock are kept on a set maximum and 
minimum basis and such maximum and mini­
mum are varied in accordance with demand, 
quantity and parts on hand of lines to be dis­
continued should usually be low. This is sug­
gested, inasmuch as lines are not discontinued 
on the spur of the moment, but only on account 
of dwindling demand.
(10) A list of material declared to be obso­
lete should be furnished to the purchasing agent 
to enable him to dispose of such material at the 
best realization price.
Molds, Dies and Patterns
Molds, dies and patterns are almost in a class 
by themselves so far as obsolescence is concerned. 
It is the practice of a number of companies to 
keep these on hand almost indefinitely as a mat­
ter of service. Irrespective of the cost, the com­
panies retain them to take care of the possibility 
of a call for them.
“We keep a record of the cost of storing and 
handling patterns, etc.,” writes a company, “but 
when it comes to discarding these, the company’s 
business policy has more to do with it than the 
expense of keeping them .”
Other companies clean up periodically molds, 
dies and patterns as they become hard-pressed for 
space.
“Whenever our tool and pattern spaces become 
crowded,” writes an electrical manufacturing com­
pany, “we review our records with the superin­
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tendent of the department, the engineering de­
partment and sales department and among them  
an agreement is reached as to which tools and 
patterns may be scrapped and as to those which 
shall be retained.”
It is extremely important to have a definite pol­
icy relative to patterns, molds and dies. The fol­
lowing is the practice of a representative company:
(1) All special patterns are scrapped im m e­
diately.
(2) All patterns for items declared obsolete 
are scrapped immediately.
(3) Patterns which are difficult to make and 
for which there is a reasonable business chance 
of repeat orders are kept for a period of five 
years.
(4) Patterns belonging to the regular line 
are depreciated according to the number of 
times used.
(5) No pattern, even though occasionally 
used, is carried for more than ten years. Thus, 
the minimum depreciation rate is 10 per cent.
(6) Those patterns which are more fre­
quently used are given increased depreciation 
rates and such patterns are segregated.
There is coming into general use the practice 
of carrying molds, dies and patterns at a fixed 
amount representing a conservative value for the 
working complement in active service. When ad­
ditional equipment is required for manufacturing 
standard lines of product, it is charged into cost 
as the expenditures are made. Expenditures re­
quired to manufacture special orders of apparatus 
for specific customers are then charged to an in­
ventory account and absorbed in cost as the order 
is shipped.
While the cost of storing and administering pat­
terns, molds and dies is not excessive in most com­
panies, it does mount up for larger manufacturing 
enterprises. One company keeps the cost of stor­
ing and administering patterns on a cubic foot 
basis.
The pattern storage department is, of course, a 
non-productive department. To such department 
should be charged all the direct expense necessary 
in maintaining it and also its prorated share of all 
the indirect burden, such as insurance, taxes, etc. 
At stated periods the total expenses of depart­
ments should be prorated over all the productive 
departments and absorbed as general overhead 
expense by them.
If such accurate account is kept of the costs of 
storing and administering patterns, molds and dies, 
it is felt that a more definite policy of scrapping 
old and discarded patterns could be adopted.
For a further discussion of this subject in rela­
tion to the foundry, see Pamphlet Number Four
of Better Foundry Practice Series, entitled Pat­
tern Storage, prepared by the Policyholders’ Serv­
ice Bureau.
PART II
The Handling of Obsolescence by Merchants
The profits of the merchant are predicated upon 
the fact that the stock he possesses can be moved 
and sold. If in fact this stock is slowly becoming 
shopworn or out of style, the merchant’s profit is  
a fictitious one and he has really been deluding 
himself. The very life of the merchant’s business 
depends on his maintaining the sales appeal of the  
wares he carries. For this reason, perhaps, he is  
confronted by no greater problem than to prevent 
the accumulation upon his shelves of merchandise 
for which there is no outlet.
In maintaining control for the stock on hand, 
merchants large and small have made it a practice 
to use season letters. For example, a small store 
in Missouri writes that it employs two such season  
letters a year, one in March, and another in Sep­
tember. Another small store in Maine uses mark­
ings which indicate the time of the purchase of 
merchandise. A store in Idaho uses season figures 
showing the month and year merchandise is re­
ceived. A large specialty store lists its merchan­
dise under running numbers which are changed in  
season.
A well-established store in Louisiana uses sea­
son letters on all its merchandise. Such letters 
are used for the purpose of indicating the date on  
which merchandise has been received, and for 
detecting its age on inventory. At the inventory 
periods all merchandise for the respective depart­
ments is reclassified from the inventory sheets 
under letter dates which tell the story exactly—  
the age and amount of stock under the various 
six months periods of different years. The pur­
pose of the season letters is to indicate to the store 
just what part of its investment in stock is of re­
cent purchase and what part dates back six months 
or more. The merchandise held beyond the store’s 
time limit is given immediate attention and pushed 
for active sale, either by advertising or drastic 
markdowns.
In addition to such periodic markdowns, it is  
the practice of a number of merchants to move 
merchandise every day of the year by arbitrary 
markdowns, this phase of the business being fol­
lowed very closely. Markdowns are practiced on 
the principle that there is a customer for every 
kind of merchandise, provided the price is at­
tractive.
Relatively little attention has been given by mer­
chants to the preservation of freshness of stock by 
the elimination of duplicating lines. Yet signifi­
cant savings have been made by a New York store
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i n just this direction; stock was reduced $50,000 
in one department because of unwarranted dupli­
cations.
The store in Louisiana, reference to which has 
been made previously, writes:
We are making a close study of our various 
departments to elim inate duplicating lines, 
but find that it is not entirely practical in a 
department store to elim inate all duplication. 
It seems that in certain cases duplication stim­
ulates sales, and where it is a decided accom­
modation to customers, we find it necessary 
to permit such duplication.
On the preceding page are two forms used by 
stores to avoid dead stock. The first one— a watch 
slip— is given to buyers and sales people by a 
representative New York specialty store.
The second is a record of slow selling stock used 
by the Louisiana department store, which gives 
th e age of stock, quantity involved and the amount 
in  dollars.
The problem of moving the merchant’s stock is 
alm ost as much the concern of the wholesaler and 
m anufacturer as it is of the merchant himself. 
T he presence of slow moving merchandise natur­
a lly  discourages and prevents the retailer from 
m aking further purchases. For this reason both 
the distributors and manufacturers are giving in­
creasing attention to the rapid turnover of stock 
by merchants. Progressive manufacturers refuse 
to  overload the retailer. They insist on keeping 
his stock low and well balanced and discourage 
orders for many months’ supplies. Beyond that 
manufacturers and wholesalers insist that their 
salesm en become familiar with the dealer’s stock 
and study the dealer’s store. They encourage their 
salesm en to make suggestions for ridding the 
shelves of old stock by novel ways of display and 
b y suggesting new uses and new outlets. Some of 
the salesmen even spend part of Saturday in the 
custom ers’ stores making actual sales and instruct­
in g  the clerks of the dealers.
Where goods are of a seasonal nature, manu­
facturers endeavor to secure orders sufficiently in 
advance that the most may be made of the sea­
sonal events. Where goods are of a perishable 
nature, such as candy, they are exchanged if they 
are in the dealer’s hands beyond a certain period. 
In  certain cases, stock is returned to the manu­
facturers for reconditioning.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
THE ACCOUNTANT’S LEGAL, MORAL 
AND FINANCIAL RESPONSIBILITY
(C on tin u ed  from  p a g e  260.)
2. Where there is proven negligence on the 
part of the accountant and contributory neg­
ligence on the part of the client, the client 
may recover not more than the amount of 
the fee paid to the accountant.
3. An accountant is liable for his torts 
and where fraud is proven is also at civil law 
liable for losses caused by his wrongful acts 
or his criminal failure to act.
4. While the general rule is that the rela­
tion of accountant and client is based on con­
tract and the former can not be held liable 
to third parties, still he may render himself 
so liable by privity of contract such as: 
Knowledge that his report is to be used to 
influence a third party; conference with a 
third party; delivery of a copy of his report 
to a party other than his client; reading 
proofs of a prospectus in which his state­
ments are quoted, etc.
5. An accountant is not held to liability as 
as insurer or guarantor but he should avoid 
affirmative action that might render him 
liable as such.
6. In any service we undertake to perform 
we are held to a reasonable degree of skill 
and care and we will be held liable for losses 
caused because of a lesser skill than we rep­
resented ourselves as possessing or through 
our failure to exercise reasonable care.
In justice to the public, and our profes­
sion, and in our clients’ and our own interest, 
all of us in public practice should carry in­
surance covering our financial responsibility. 
If any of us in our practice should be so 
unfortunate as to cause loss to anybody I 
am quite sure it would be a great satisfaction 
to be able to right matters financially. More­
over, if it were generally known that ac­
countants had taken measures to financially 
guarantee their work, it is reasonable to as­
sume that the demand for their services 
would increase.
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A Way to Make Pennsylvania’s Securities 
Law More Drastic
By M. C. CONICK, C. P. A., Pittsburgh, Pa.
(Reprinted by permission of “Fourth District Banker” for March, 1925)
To anyone who reads the newspapers 
from day to day it must seem that the yearly 
toll from holdups, robberies and larcenies 
must constitute a colossal drain. Yet I am 
inclined to believe that, save for an occa­
sional payroll or postal robbery of big pro­
portions, the losses from these sources are 
fa r smaller than the loss from a more in­
sidious source.
I refer to the flotation of worthless—or 
almost worthless—securities.
It is certainly true that, where hundreds 
of thousands of dollars are lost through open 
robberies and thefts, hundreds of millions 
are lost to the public every year through 
bad investments. Allowing for a certain 
share which are admittedly purely specula­
tive, the proportion of securities utterly 
without value of any kind mounts to the 
millions.
Many states have attacked the evil with 
legislation. They have checked, but they 
have not banished the seller of fraudulent se­
curities. Pennsylvania, following the lead 
of Ohio and other states, has enacted a “blue 
sky” law which has assisted materially in 
driving out of the state worthless invest­
ments. But it is by no means airtight, and 
only the fact that it is at the present time 
being enforced with exceptional intelligence 
and diligence keeps it as efficient as it is.
Still it must be considered a success. Else 
there would not now be under way deep-laid 
schemes to repeal or nullify it in forthcom­
ing legislatures. I note by the report of the 
Secretary of Banking for the year ending 
August 1, 1924, that stock with an original 
par value of $400,000,000 was prevented 
from being offered for sale, and only $150,-
000,000 was given registration. In addition, 
stock with a par value of $75,000,000 was 
held for investigation.
This proves that the law really has 
teeth—and that the teeth are being kept 
sharp.
Pennsylvania has only had its “blue sky” 
law since the governor signed it on June 14,
1923, the measure becoming effective on Au­
gust 1, 1923. It provides for the registra­
tion and regulation of all individuals or firms 
offering stock for sale in the state.
The act is very comprehensive. It is very 
specific as to the definition of fraud. Any 
misrepresentation, any unfair practice, is 
considered fraudulent in spirit, if not in let­
ter—and the penalty involves prosecution in 
the courts.
In the matter of non-resident individuals 
and corporations, this latter action is made 
much simpler than it usually is because the 
applicant specifically waives service of proc­
ess upon himself, the Secretary of Banking 
being enabled to receive service. There is no 
dodging possible under this clause.
Violation of the securities act, under its 
own provisions, is punishable as a misde­
meanor, conviction to be followed by a sen­
tence of not more than $5,000, imprisonment 
for not more than two years, or both. In 
minor cases a smaller fine is provided.
Mr. P. G. Cameron, the Secretary of Bank­
ing in Pennsylvania, is recognized as a con­
servative bank expert. He has two capable 
aids in Messrs. Walter J. Fallows and Einar 
Barfod. Mr. Fallows is a student in financial 
and investment matters; Mr. Barfod, one of 
the keenest crook sleuths in the country, for­
merly was associated with the Manufactur­
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ers’ Protective Association of Philadelphia. 
He has written widely for newspapers along 
his particular line.
In the first year’s operation of the bureau 
charged with enforcement of the securities 
act, applications for registration were re­
ceived from a little over 1,400 dealers and 
about 6,500 agents or salesmen. Out of the
1,400 dealer’s applications, 761 were regis­
tered, 632 were refused outright, cancelled 
or not renewed, 17 were revoked for cause, 
and 82 were held for investigation.
While the bureau was unable to give ac­
curate figures as to the par value of securi­
ties involved, the bureau’s report states 
that roughly the orginal issues had a par 
value of about $625,000,000. I have already 
commented upon the fact that, of this 
amount, $400,000,000 was refused registra­
tion and $75,000,000 held for investigation.
In the administration of this act the depu­
ties of the bureau have been called upon to 
display unusual ability in ferreting out ir­
regular—if not fraudulent—practices and 
intentions.
For example, in one case where registra­
tion was refused, the sworn statement filed 
by the applicant purported to show a surplus 
of $950,000. The bureau’s own analysis 
showed that, with fictitious assets and lia­
bility entries eliminated, the company actu­
ally had a capital impairment of more than 
$200,000!
The court sustained the bureau’s decision 
and its right to probe the previous history, 
record and association of the company was 
established as a necessary step to determine 
whether the stock had a real value and was 
to be honestly issued, or whether its value 
was merely speculative.
In another case where registration was re­
fused, the position taken by the bureau also 
was sustained by the court. It was shown 
that the applicant was managing the stock- 
selling organization under a different name 
from the corporation whose securities were 
to be sold. As president of the corporation, 
he entered into a contract with himself for
the exclusive sale of the company’s stock 
under terms which gave him the common 
stock of the corporation for practically noth­
ing, or five cents a share; and he then pro­
ceeded to sell it under various misrepresenta­
tions at $25, $50 and $75, a share.
In still another case the promoters had 
been selling stock for some time prior to 
enactment of the securities law and when 
they applied for registration were denied be­
cause, after an audit of the company’s books, 
it was revealed that the stockholders faced 
a loss then of more than $400,000 and that 
the promoters had grossly burdened the com­
pany with unfair contracts for compensation 
and other charges.
In denying this company the right to sell 
stock in Pennsylvania, the bureau did more 
than merely further prevent sales; it also 
caused the stockholders to make further in­
quiry into the affairs of the corporation and 
to check the premeditated onslaught of its 
resources.
Of course, denying registration in this case 
stopped extraction of further funds from the 
public, to be spent by the promoters in the 
payment of exorbitant commissions, lavish 
traveling and entertainment expenses during 
the course of promotion and an indefinite 
delay in actually starting the affairs of the 
corporation as originally predicted by the 
promoters.
District Attorney Banton, of New York, 
once said: “Another class of crime. . . .  con­
sisted of larcenies by means of false repre­
sentation in connection with the sale of 
spurious securities and bucketshop cases. 
Over $3,000,000,000 has been stolen from the 
people of this country since the close of the 
war in this way.”
He also said: “The prosecution of the thief 
and putting him in prison does not restore 
to the defrauded person his money; the per­
son defrauded in this way, usually, was poor 
and was striving to make his life savings 
earn more than savings-bank interest . . . 
It thus becomes an economic question. For
(C on tin u ed  on p a g e  271.)
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Inventories—Prime Factor in Determin­
ing True Profits
By ALEXANDER S. BANKS, C. P. A., of Leslie, Banks and Co., New York City
(From New York Credit Men’s Association Bulletin, March, 1925)
In the computation of net income it is 
necessary to take into account the inven­
tories of merchandise at the beginning and 
end of the year. It is surprising to find the 
many cases where such inventories are not 
correctly taken with the result that the in­
come shown on the books and reported for 
tax purposes is erroneous. It is the purpose 
of this brief article to point out common 
errors in inventories.
The first class of errors is in listing the 
items included in the inventory. In one case 
recently called to our attention, items of mer­
chandise were included in the inventory 
which were held by the client on consign­
ment. This merchandise was, therefore, not 
the client’s property at all and the inclusion 
of the merchandise in the inventory had the 
effect of overstating the profit for the year. 
In another case the client had sold certain 
merchandise and billed the customer. For 
some reason the merchandise had not left the 
client’s factory at the time the inventory 
was taken, and was included in the inventory. 
The result was that the income for the year 
was overstated.
Merchandise owned but not in physical 
possession at the time the inventory is taken 
is often omitted. In one case several car­
loads of goods were in transit to the factory. 
The liability for this merchandise was en­
tered on the books, but at the time the in­
ventory was taken the merchandise was er­
roneously overlooked because it was not in 
the factory. A similar sort of error oc­
curred in another case. The client shipped 
certain goods to a customer on consignment 
and charged the goods to an account on his 
books called “Consignments.” At the time
the inventory was taken this merchandise 
was included in the inventory. It was over­
looked, however, that the consignment ac­
count on the books also showed this mer­
chandise—which was thus included twice, 
once in the inventory and again in the con­
signment account, with the result that the 
profits for the year were inflated.
Valuation of Inventory
The second class of errors has to do with 
the valuation of the inventory. Regardless 
of whether the inventory is taken at cost or 
at market, care should be taken to take into 
account any obsolete, damaged or otherwise 
unsalable merchandise. In one case that re­
cently came to our attention a client had in­
cluded in his inventory something like 
$50,000 worth of merchandise which was ob­
solete and unsalable. The error was chiefly 
due to the fact that the persons assigned to 
the taking of the inventory were not experi­
enced with the goods from the merchandis­
ing viewpoint. This case illustrates the dan­
ger of assigning the taking of an inventory 
to the accounting department exclusively. 
The taking of the inventory should be in the 
hands of persons who have a knowledge not 
only of the technical task of taking an in­
ventory, but of the method of production, 
costs, and marketing of the merchandise. In 
other words, the inventory should be in 
charge of some one or more persons who 
have a knowledge of the inventory from the 
accounting, production and sales viewpoints. 
Otherwise there is great danger of including 
in the inventory merchandise which from in­
spection appears absolutely perfect, but 
which, because of change in style, odd-lot, 
or market conditions, can not be sold at its
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regular price, or perhaps can not be sold at 
all.
In the same way it is necessary that per­
sons in charge of the inventory taking should 
understand the production process, otherwise 
materials, which from inspection appear per­
fect, but which really may be damaged or 
imperfect, will be included in the inventory 
as first-class materials. All imperfect or un­
marketable goods should be included in the 
inventory and be priced at their selling 
prices or scrap values. It should be noted 
that such goods should be priced at less than 
cost even though the inventory generally is 
taken on the cost basis.
It is necessary that the method of valua­
tion be consistent from year to year. That 
is, if the inventory was valued at the begin­
ning of the year at cost, even though the 
market price of certain of the items was be­
low cost, the inventory at the end of the 
year also should be valued at cost, regardless 
of the market price. If the inventory at the 
beginning of the year was valued at “cost or 
market, whichever is lower,” then the in­
ventory at the end of the year must be 
valued in the same way; that is, every item 
in the inventory must be valued at its cost 
or its market price, whichever is lower. If 
it is desired to change the basis of valuing 
inventory from cost to “cost or market, 
whichever is lower,” or vice versa, permis­
sion to change the basis must first be ob­
tained from the Commissioner of Internal 
Revenue.
Determining Valuations
It is important to understand what is 
meant by the term “cost” where the inven­
tory is taken on the basis of cost. It is im­
portant to know what is meant by the terms 
“cost” and “market,” where the inventory is 
taken on the basis of cost or market, which­
ever is lower.
By “cost” is meant the invoice price at 
which the goods were purchased, less trade 
or other discounts, except strictly cash dis­
counts approximating a fair interest rate. 
As to these cash discounts, if a consistent
course has been adopted of deducting the 
cash discounts from the invoice price when 
taking inventory, the same policy should be 
followed each year. Where transportation 
or similar charges were incurred in acquir­
ing possession of the merchandise, these 
charges should be included in the cost. Im­
ported merchandise on which duty, freight, 
insurance and similar charges were incurred 
should include in its cost these charges. The 
cost of goods in process and good manufac­
tured should include the cost of raw mate­
rials, supplies and labor, also a proportionate 
part of the manufacturing overhead and a 
reasonable proportion of the management 
expenses, but not any cost of selling or in­
terest on capital or profit.
By the term “market” is meant the cur­
rent bid price prevailing at the date of the 
inventory; in other words, the price which 
would have to be paid for the merchandise 
on that date. Where purchases are made in 
small lots, the market price is the price for 
small lots, not for carload lots. Where pur­
chases are made in a local market, the market 
price is that prevailing in the local market; 
and where purchases are made in a distant 
market, the market price is that prevailing in 
such distant market plus transportation and 
other expenses to be incurred in delivering 
the goods to the client’s place of business. 
In the case of goods in process and finished 
goods, the market price is the price at which 
the goods could be reproduced at the date 
the inventory is taken.
Other Important Factors
At times there is no open market for a 
particular kind of merchandise or the quota­
tions are nominal, due to stagnant or un­
stable market conditions. In those cases 
such evidence of market prices at dates of 
inventory must be used as may be available, 
for example, purchases or sales in reasonable 
volume made in good faith. Where the 
client, in the regular course of business, 
offers for sale within a reasonable time of 
the date of the inventory any merchandise
(C on tin u ed  on p a g e  272.)
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D. C. Court o f Appeals Upholds Ac­
countancy Board
(For opinion of lower court in this case see page 175 of the July, 1924, issue of The Certified Public
Accountant.)
IN THE COURT OF APPEALS OF THE 
DISTRICT OF COLUMBIA
H. Ely Goldsmith, Certified Public Ac­
countant of the State of New York,
Appellant,
vs.
William Clabaugh, R. G. Rankin, and 
John J. Miller, as Members of and 
Constituting the Board of Account­
ancy for the District of Columbia,
Appellees.
(Before Martin, Chief Justice, and Robb and Van 
Orsdel, Associate Justices.)
Appeal from a judgment for the defendants in 
the Supreme Court of the District of Columbia on 
petition for mandamus and answer thereto, to 
which answer a demurrer was interposed.
By the Act of February 17, 1923 (42 Stat. 
1261), there was created “a board of accountancy 
for the District of Columbia.” Section 1 of that 
act prohibits any person, who has not received 
from the board “a certificate of his qualifications 
to practice as a public accountant,” from assuming 
the title of “certified accountant” or any abbrevia­
tion thereof. Section 2 defines a public account­
ant “as a person skilled in the knowledge and sci­
ence of accounting, who holds him self out to the 
public as a practicing accountant for compensa­
tion,” etc. By section 3 there is created a board 
of accountancy consisting of three members, ap­
pointed by the Commissioners of the District of 
Columbia. This section further provides that “the 
board shall organize by the election of a president 
and a secretary and a treasurer, and may make 
all rules and regulations necessary to carry into 
effect the purposes of this act.” Section 4 pro­
hibits the granting of a certificate to any person 
other than a citizen of the United States or who 
has not declared his intention of becoming such, 
or who is not of good moral character. The ap­
plicant must be a graduate of a high school, or 
possess equivalent education, or be one who, “in 
the opinion of the board, has had sufficient com­
mercial experience in accounting,” etc. Section 5 
requires “That all examinations provided for here­
in shall be conducted by the board.” Section 6
authorizes the board, “in its discretion,” to waive 
an examination and issue a certificate as certified 
public accountant “to any person possessing the 
qualifications mentioned in section 4 of this act 
who is the holder of a certificate as certified public 
accountant issued under the laws of any State or 
Territory which extends similar privilege to cer­
tified public accountants of the District of Colum­
bia, provided the requirements for such certificate 
in the State or Territory which has granted it to 
the applicant are, in the opinion of the board, 
equivalent to those herein required. * * *” 
Section 7 authorizes the revocation of a certificate 
“for unprofessional conduct or other sufficient 
cause: Provided, That notice of the cause for such 
contemplated action and the date of the hearing 
thereon by the board shall have been mailed to the 
holder of such certificate at his or her registered  
address at least twenty days before such hearing. 
No certificate issued under this act shall be re­
voked until the board shall have held such hearing, 
but the nonappearance of the holder of any cer­
tificate, after notice as herein provided, shall not 
prevent such hearing. * * *” Section 8 re­
lated to fees to be charged by the board, and by 
section 9 a penalty is provided for practicing with­
out a certificate or after revocation thereof.
In his petition the plaintiff based his right to a 
certificate upon the fact that he held a certificate 
as certified public accountant pursuant to section 
80 of the General Business Law of the State of 
New York, and alleged that this law “provides for 
similar privileges to Certified Public Accountants 
of the District of Columbia.” Plaintiff further 
alleged therein that he had made application to 
the board in the District of Columbia for permis­
sion to examine his “application and other papers 
on file with reference to Petitioner’s application,’’ 
and that this request had been refused. He also 
alleged that he had made similar application re­
specting all the applications on file with the board, 
which request likewise had been refused.
In their answer the defendants raised no ques­
tion as to the citizenship, moral character or edu­
cation of the plaintiff but did challenge the aver­
ment that the New York law relied upon extends 
similar privileges to certified public accountants of 
the District of Columbia. Answering the averment
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that plaintiff had been denied the privilege of in­
specting his own application and other papers on 
file with reference to it, the defendants alleged  
that they had offered to furnish him a copy of his 
application, but admitted that they had refused to 
exhibit either the original application or the other 
papers on file pertaining to it, the answer alleging  
that these had become “a part of the confidential 
files” of the board and, further, “that, for the 
proper and efficient discharge of their duties as 
constituting the Board of Accountancy for the Dis­
trict of Columbia, it is necessary that they should 
so conduct the work of s aid board as to be in posi­
tion to obtain as full information as possible in 
regard to the various applicants who may file ap­
plications with them, so as to act advisedly in 
granting or refusing such applications; and that, 
if  they may be required by any applicant to dis­
close any matters in the files relating to his ap­
plication or to exhibit to him any of the papers 
or documents connected therewith, they would 
thereby hamper themselves greatly in obtaining 
the information so necessary in regard to the vari­
ous applicants, and would be able to render less 
useful and efficient service as the Board of Ac­
countancy for the District of Columbia. These 
respondents are further advised and believe, and 
therefore aver that the communications received 
by them from time to time in relation to various 
applicants with them for certificates as certified 
public accountants are confidential and privileged 
in character and that it is the duty and obligation 
of these respondents to respect the confidential 
and privileged character thereof.”
It is unnecessary to state the answer of the de­
fendants to the statement of the plaintiff that he 
had been denied access to all other applications 
on file.
The court below overruled a demurrer to the 
answer and dismissed the petition, on the ground 
that the law of New York does not extend to cer­
tified public accountants of the District of Colum­
bia a privilege similar to that accorded by the local 
statute. The court further ruled that the defend­
ants had not denied the plaintiff “any right that 
he possesses, in refusing him the access to their 
records.”
Under the New York statute upon which plain­
tiff relies, the holder of a certificate issued under 
our statute, to be entitled to registration in New 
York without examination, must have practiced 
three years under the certificate granted him here. 
In other words, while the holder of a New York 
certificate possessing the qualifications mentioned 
in section 4 of our statute is entitled, in the dis­
cretion of our board, to immediate registration 
here without reference to the date of his registra­
tion in New York, the holders of a certificate is­
sued by our board is not entitled to registration in 
New York without examination until he has prac­
ticed three years under our certificate. It is there­
fore apparent, without further discussion, that the 
New York statute does not extend a “similar priv­
ilege” to certified public accountants of the Dis­
trict of Columbia, within the meaning of section 
6 of our statute.
The conclusion we have reached on the first 
point results in an affirmance of the judgment, 
but, in view of the importance of the second ques­
tion and to its probable recurrence in other cases, 
we deem it our duty to consider that question.
An examination of our statute discloses that 
quasi judicial powers and responsibilities are con­
ferred upon the board thereby created, similar to 
those conferred upon the United States Board of 
Tax Appeals by section 900 of the Act of June 2,
1924 (43 Stat. 253,336), considered by us in 
Goldsmith vs. Board of Tax Appeals, No. 4257, 
present term. (Reprinted The Certified Public Ac­
countant, Apr. ’25, p. 170.) Possessing quasi judi­
cial powers, it necessarily follows that in its deliber­
ations the board must conform to recognized rules 
of procedure; that is, regard must be had in such 
deliberations to due process of law. By this and 
similar statutes in other jurisdictions, it has been 
recognized that the practice of public accountancy 
has assumed such importance and requires such 
experience and special training as to warrant regu­
lations. While these statutes are primarily de­
signed to protect the public, they should be con­
strued and administered in such a way that capable 
and deserving applicants, possessing requisite char­
acter and qualifications, may not be denied the 
right to gain a livlihood by practicing their call­
ing. These considerations should be observed in 
according due process of law to such applicants. 
Whispered gossip and undisclosed charges and su s­
picions find no place in this connection.
In Garfield vs. U. S., 32 App., D. C., 153, a pro­
ceeding before Department of the Interior for dis­
barment, of an attorney, testimony had been taken 
by the department without notice to the attorney 
and no copies given him. The court, defining 
due process of law, said: “Due process of law in 
such cases requires specific charges, due notice of 
the same, an opportunity to make specific an­
swers to them, an apportunity to cross examine the 
witnesses in support of them, an opportunity to 
adduce testimony in contradiction of them, and an 
opportunity for argument upon the laws and 
facts.” See also, Hitchcock vs. Smith, 54 App., 
D. C. 521, 529, and Turner vs. Fisher, 222 U. S. 
204, 208.
Section 7 of the act under consideration specifi-
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cally provides that no certificate shall be revoked 
until “notice of the cause for such contemplated 
-action and the date of the hearing thereon by the 
board” shall have been given the holder, and that 
“at all such hearings the corporation counsel of 
the District of Columbia or one of his assistants 
designated by him shall appear and represent the 
interests of the public.” It is just as important 
that an applicant for a certificate, who brings him­
se lf  within the provisions of the statute, should 
h ave notice of any charges made against him and 
form ing any basis for the action of the board, as 
th a t the holder of a certificate should receive such 
notice in connection with the revocation thereof; 
and we think the statute clearly contemplates this, 
particularly the provisions of section 5 requiring 
th a t “the time and place of holding examinations 
shall be duly advertised for not less than three 
days in one daily newspaper published in the Dis­
trict of Columbia,” plainly indicating that the ex- 
amination shall be public in all respects.
While the question whether an applicant is en­
titled  to a certificate is addressed to the discretion 
of the board, the exercise of that discretion must 
not be arbitrary or capricious, but governed by 
recognized principles. For a board composed of 
public officials, as is this board, to refuse an appli­
cation for a certificate for undisclosed reasons, is 
to violate the fundamental principles of justice and 
due process of law.
Clearly, therefore, an applicant is entitled, prior 
to  final ruling upon his application, to be informed 
a s  to everything to be considered by the board in 
his case, with full opportunity to present any 
relevant evidence he may wish to offer.
But it by no means follows that one applicant 
is  entitled to consume the time of the board in 
inspecting the files of other applicants. The 
granting of a right is one thing, while the grati­
fication of mere curiosity is quite another.
The judgment is affirmed, with costs.
Affirmed.
(Signed) CHAS. H. ROBB,
Associate Justice.
May 4, 1925.
THE WAY TO MAKE PENNSYLVANIA’S 
SECURITIES LAW MORE DRASTIC
(C on tin u ed  from  p a g e  266.)
those who had saved and been deprived of 
their savings soon may be objects of public 
charity.”
The New York district attorney added that 
something like 200 brokers had failed in 
three years and that, while more than 45 had
been convicted, the money could not be re­
stored to the luckless investors.
This fact is the one which we must face. 
More important even than punishing com­
panies and individuals for sale of spurious 
securities is the task of preventing their sale. 
The Pennsylvania law is a step in that di­
rection, even if it is not absolutely leakproof 
or airtight.
What is still needed, it seems to me, is 
more drastic examination into the financial 
condition of companies offering stock. It is 
not enough to compel them to make financial 
statements. Such statements should be 
made by outside accountants in the form of 
disinterested audits.
I realize that, in some quarters, this would 
be regarded as a windfall for the certified 
public accountant, but what is more logical 
or more sound? No banker to-day would 
dream of making loans of large size without 
demanding an audit report. Why should the 
State of Pennsylvania—or any state—do 
less?
Under the present administration in Penn­
sylvania, we know that the banking depart­
ment will scrutinize carefully every appli­
cant who wishes to sell securities in the 
state. But who can foretell into what hands 
the bureau may fall?
The logical step is an amendment to the 
securities act making it mandatory to sub­
mit a report from a certified public account­
ant with each application for registration, 
followed up, if so requested by the Secre­
tary of Banking, say every two or three 
months, until the funds from the sale of the 
securities sold have been reasonably di­
verted for the purposes originally predicated.
Make your plans now to attend the annual 
meeting of The American Society of Certified 
Public Accountants in Richmond, Septem­
ber 10th and 11th.
“Call on a business man only at business time, 
and on business; transact your business, and go 
about your business, in order to give him time to 
finish his business.”— Duke of W ellington.
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Book Review
“SPECIALIZED ACCOUNTING”
By GEORGE HILLIS NEWLOVE, Ph. D., C. P. A.,
and LESTER AMOS PRATT, M. C. S., C. P. A.
(McGraw-Hill Book Company, Inc., New York, 475 
pages, $4.00)
This book describes and illustrates the 
peculiar organization, legal, and accounting 
aspects of a number of different types of 
business enterprises. The well-selected list 
of businesses covered my be grouped into 
four general classes, as follows:
I. Mercantile:
1. Commission Merchants.
2. Department Stores.
II. Manufacturing:
1. Grey-iron Foundries.
2. Cotton Mills.
3. Flour Mills.
4. Cement Manufacturing Companies.
III. Financial:
1. Commercial Banks.
2. Trust Companies.
3. Stock Brokers.
4. Building and Loan Associations.
5. Fire and Life Insurance Companies.
6. Land Development Companies.
IV. Extractive Industries:
1. Timber, Logging and Sawmill Com­
panies.
2. Bituminous Coal Companies.
3. Oil Producing Companies.
This book should appeal to three types of 
readers: Students of accounting who re­
quire a knowledge of the application of 
fundamental accounting principles to the 
practical problems of representative types of 
businesses; practicing accountants, espe­
cially juniors, who must familiarize them­
selves quickly with the peculiarities of new 
types of business enterprises they may be 
called upon to audit; C. P. A. candidates, 
who need a working manual of questions and 
problems on representative types of busi­
nesses.
“Specialized Accounting” is especially well 
adapted for use as a text. The uniform lec­
ture outline followed for each business treat­
ed, and the charting of the organization and 
the accounting, books and records for each 
enterprise treated, develops the subject mat­
ter in a clear and concise manner. The C. 
P. A. material, which includes all the theory 
questions and problems on the respective 
types of businesses given in over five hun­
dred C. P. A. examinations, constitutes a 
splendid practice manual.
INVENTORIES — PRIME FACTORS IN 
DETERMING TRUE PROFITS
(C on tin u ed  fro m  p a g e  268.)
at prices lower than the current market 
price, the inventory may be valued at such 
selling prices less proper allowance for sell­
ing expenses. Where an inventory taken a t 
cost includes any items that have been on 
hand at the beginning of the year, such 
items must be inventoried at the same price 
at which they were included in the previous 
inventory. Where an inventory taken a t 
“cost or market, whichever is lower,” con­
tains items carried over from the previous 
year, these items should be inventoried a t 
the same prices as in the previous inventory 
if such prices are lower than the market 
prices at the time the new inventory is taken. 
Otherwise they should be valued at such new 
market prices.
The income tax law provides that goods 
on hand, or in process of manufacture for 
delivery on firm sales contracts at fixed 
prices, entered into before the date of the 
inventory, must be inventoried at cost re­
gardless of the fact that other items in the 
inventory may be valued at cost or market, 
whichever is lower. By a firm sales con­
tract is meant one not legally subject to can­
cellation by either party.
“When you want a square deal, give it to som e 
other fellow and he w ill hand it back to you.”—  
(The Alee Fez, Savannah, Ga., April 27, 1925.)
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C. P. A. Examination Questions
DISTRICT OF COLUMBIA, MAY, 1925
PRACTICAL ACCOUNTING 
First Session  
Problem 1. Prepare a Consolidated Balance 
Sheet and Income Account from the following:
Company “A”
Cash .................................................................
Accounts R ece iv a b le ..................................
Due to Company “B” .................................
Temporary In v estm en t.............................
Due from Company “B” ...........................
Deferred Charges .......................................
Notes P a y a b le ..............................................
Plant, Land and B uildings......................
Accounts Payable .......................................
Inventories ....................................................
Co. “B” Stock owned (2,500 shares) . .
Preferred Stock ..........................................
P lant,  Machinery and Equipm ent..........
Common Stock issue (8,000 shares).. .
Surplus Balance January 1 ......................
Dividends on Company “B” Stock. . . .
Gross Profit on Operation........................
Administrative Expenses ........................
Company “B”
Accounts R ece iv a b le .................................. $75,000.00
Inventories .................................................... 380,000.00
Surplus January 1 . . . ................................ 400,000.00
Accounts Payable ...................... ................  45,000.00
Deferred Charges ................... ................... 52,500.00
Notes P a y a b le ..............................................  425,000.00
Due from Company “A” ............................ 60,000.00
Accounts R eceiv a b le .................................  210,000.00
Plant, Land and Buildings................. .. . 90,000.00
Common Stock (3,000 sh a res)............... 300,000.00
B o n d s ..................................................... ..   222,500.00
Due to Company “A” .................................. 25,000.00
Co. “A” Stock owned (1,000 shares) . . 150,000.00
Plant, Machinery and Equipm ent.......... 450,000.00
Gross Profit on Operation........................  240,000.00
Dividends paid ............................................. 24,000.00
Administrative Expenses ........................  152,650.00
Interest C h a r g es .........................................  13,350.00
Problem 2. “A,” “B” and “C” form a partner­
ship. “A” invests $100,000, “B” invests $50,000, 
and “C” invests $25,000. Interest is to be allowed 
on capital at 6 per cent per annum, and each part­
ner is allowed to draw $1,000 per month. Profits 
are to be apportioned on following ratio: 40 per 
cent to “A” ; 30 per cent to “B” ; and 30 per cent to 
“C.” At the end of the first year the partnership 
loss amounted to $20,000, after paying the interest 
on partners’ capital, and the firm liquidated with 
the understanding that cash received in liquidation 
was to be distributed monthly. Cash received was
as follows:
February . . ...................................... $50,000
March ............ ...................................  29,500
  April ...................................................  30,000
S ta t e  the partnership accounts showing how this 
cash was distributed and final loss of each partner.
Problem 3. A Chemical Company manufactures 
two products from the same ingredients, viz: 
Every 2,000 pounds of raw material produces 1,000  
pounds of product “A” and 800 pounds of product 
“B,” of which latter product, however, 50 per cent 
is waste and unsalable. The plant is divided into 
the following three departments:
Raw Material Department,
Grinding and Mixing.
Conversion Department “A,”
Converting Product “A ” into salable form. 
Conversion Department “B,”
Converting Product “B” into salable form.
The raw materials consumed in the Raw Mate­
rial Department amounted to 2,000,000 pounds 
and cost .08 per pound. The departmental ex­
penses are as follows:
Raw
Material Conv’n Conv’n
Expenses Dpt. Dpt. “A” Dpt. “B”
$70,000 $75,000 $25,000
Heat, Light & Power 15,000 18,000 9,000
Depreciation .............. 2,500 15,000 17,000
Mchy Maintenance . . 3,500 12,000 12,000
16,000 20,000 9,000
Insurance ................... 3,000 5,000 8,000
Departmental Expense 10,000 15,000 12,000
T ota l........................ 120,000 160,000 92,000
The selling and administrative expenses appli­
cable to both products amount to 20 per cent of 
their cost. Product “A” sells for $0.60 per pound 
less discounts of 25 per cent and 10 per cent. 
Product “B” sells for $0.70 per pound less 10 per 
cent discount. Figure the margin of profit on each 
product.
Second Session 
The candidate is required to solve four of the 
following. There w ill be no extra credit for more: 
Problem 1. In 1910 The Manufacturing Co. pur­
chased 100 shares of the capital stock of the O. L.
D. Co., paying therefor $200 a share.
On January 1, 1912, the O. L. D. Co. distributed 
a stock dividend of 100 per cent.
On January 1, 1914, The Manufacturing Com­
pany purchased an additional 100 shares for which 
it paid $250 per share.
On July 1, 1924, the O. L. D. Co. was reorganized. 
Under the plan of reorganization its stockholders 
received in exchange for each share of its capital 
stock 2 shares of the preferred stock of the N. E. 
W. Co. of a par value of $100 together with 10 
shares of common stock of no par value. As a 
part of the reorganization plan a substantial 
amount of preferred stock of the N. E. W. Co. was 
sold to the public at par and a substantial amount
$25,000.00
115,000.00 
60,000.00
75,000.00
25,000.00 
12,500.00
60,000.00
250,000.00
70,000.00
400,000.00
275,000.00
600,000.00
615,000.00
800,000.00
150,000.00
20 ,000.00
212,000.00 
179,500.00
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of no par value common stock at $25 per share.
On February 1, 1925, The Manufacturing Co. 
sold 100 shares of its holdings of preferred stock of 
the N. E. W. Co. at par and 200 shares of its hold­
ings of no par value common at $30 per share, 
none of which shares can be identified as belong­
ing to any particular lot acquired.
As an accountant, what is your opinion as to the 
amount of profit which should have been shown on 
the books of The Manufacturing Co. arising from 
these various transactions?
At what figure should the balance of its holdings 
of stock in the N. E . W. Co. be carried on its 
books?
Assuming the March 1, 1913, value of this stock
to be $180 per share, compute the profit from  
these transactions for tax purposes.
Problem 2. The factory overhead of The X  Co. 
has remainder fairly constant for a number o f  
years at 100 per cent of productive labor. During  
1924 the company worked on half time, which 
caused the overhead to increase during that year 
to 250 per cent of productive labor. In pricing 
the inventory of goods in process and finished 
merchandise at December 31, 1924, for the purpose 
of a certified Balance Sheet what, if any, consid­
eration should be given this fact? Explain fully 
your answer.
Problem 3. Accounts found in the ledger of con­
tracting concern under audit are as follows:
TRUCK ACCOUNT
1922
Aug. 1— 2 Type A, 6 ton, new. 
Dec. 31— Balance ..........................
1923
Jan. 1— Balance .........................
Mar. 1— 1 Type A, 6 ton, new . 
June 1— 1 Type A, 6 ton, new. 
Sept. 1— Type B, 10 ton, new. . 
Dec. 31— Balance ..........................
Reg. No. Dr. Cr.
 1 & 2 $ 1 2 , 0 0 0 . 0 0
$ 1 2 , 0 0 0 . 0 0  
1 2 , 0 0 0 . 0 0  1 2 , 0 0 0 . 0 0
1 2 ,00 0 . 0 0
3 6,000.00
4 6,000.00
5 9 ,000.00
33,0.00.00
33,000 .00  33 ,000 .00
1924
Jan. 1— Balance .........................................................................................................
Apr. 1— 2 Type B, 10 ton, new ...........................................................................  6 & 7
List p r i c e ....................................................................... $18,000.00
Traded in Nos. 1 and 2 . ......................................... 5 ,000.00
June 1— 2 Type B, 10 ton, used trucks, bought after 10 months’ use
from Receiver’s Sale, a t ...............................................................  8 & 9
Equalization of value:
L i s t ..............................................................................  $18,000.00
10 mos. depn...........................................................  3 ,600.00
Residual ..............................................................  14,400.00
Cost ....................................................................... 12,000.00 addn’l
Dec. 31— Balance .........................................................................................................
33 ,000.00
13,000.00
12,000.00
2,400.00 
60,400 .00  
60,400.00 60,400.00
1925  
Jan. 1— Balance 60,400.00
ACCRUED DEPRECIATION, TRUCKS
1922
Dec. 31— 2% per mo., Nos. 1 & 2, 5 mos.
Balance ..........................................
1923
Jan. 1— Balance ...............................................
Dec. 31— 2% per mo., Nos. 1 & 2, 12 mos 
No. 3, 10 mos. . . .
No. 4, 7 m os..........
No. 5, 4 m os..........
Balance ..........................................
Dr. Cr.
$ 1 ,2 0 0 . 0 0
$ 1 , 2 0 0 . 0 0  
1 , 2 0 0 . 0 0  1 , 2 0 0 . 0 0
1 , 2 0 0 . 0 0
2,880 .00
1 , 2 0 0 . 0 0
840.00
720.00
6,840.00
6,840.00 6 ,840 .00
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1924
Jan. 1— Balance .......................................................................................................................
Dec. 31— 2% per mo., Nos. 3, 4, & 5, 12 m os................. .. .........................................
Nos. 6 & 7, 9 m os...........................................................................
Nos. 8 & 9, 7 m os...........................................................................
Balance ..................................................................................................................  16,236.00
16,236.00
1925
Jan. 1— Balance .......................................................................................................................
6,840.00
5,040.00
2,340.00
2,016.00
16,236.00
16,236.00
Assuming the rate above to be determined cor­
rectly as follows:
Life, 45 mos.,
Scrap, 10 per cent,
Rate, 2 per cent per mo., 
what adjustments would you make to state the 
accounts correctly?
Problem 4. The Mortgage Co., which was incor­
porated July 1, 1924, engages you as its auditor 
and requests you to prepare a Balance Sheet at 
December 31, 1924. Among other things you find 
that the company purchased at the time of its or­
ganization the following mortgages, all dated July 
1, 1924, at the following prices:
Class Face Value Cost
Due July 1, 1925 ............... $50,000.00 $45,000.00
Due July 1, 1926 ............... 50,000.00 42,500.00
Due July 1, 1 927 ............ 50,000.00 40,000.00
These mortgages are repayable in equal semi­
annual installments and were set upon the books 
at face value and the discount credited direct to 
profit and loss and included in the earnings for the 
six-month period.
Would you adjust these transactions?
If so, give reasons and journal entries.
Problem 5. The M. N. Co., incorporated brokers, 
underwrote an issue of preferred stock for the X. 
Y. Co., an industrial concern. The price contracted 
was $30 per share for 5,000 shares of a par value 
of $50. During the contract period 2,000 shares 
were sold at par, the brokers arbitrarily crediting 
their commission account with 10 per cent. At the 
close of the contract period, the brokers took over 
the unsold balance of the issue at the guaranteed 
price, and the account at the close of the year 1924 
is as follows:
Books of M. N. Co.— X. Y. Co., Pf.
Dr. Cr.
Sold 2,000 at 5 0 ............... $100,000.00
Commission ...................... $10,000.00
Bought 5,000 at 3 0 -----  150,000.00
Balance, 3,000 long. . 60,000.00
160,000.00 160,000.00
You are called in for an audit by the officers of 
the M. N. Co., and they submit a proposal from  
X. Y. Co. to exchange the stock for common, share 
for share, same par value, accompanied by the fol­
lowing balance sheet:
X. Y. Co.— 12/31/24-—-Balance Sheet.
Assets, current.......... $500,000.00
Assets, fixed, net
va lu e.........................  1,500,000.00
Good w i l l ...................  300,000.00
Organization expense, 
being discount on 
preferred stock . . 100,000.00  
Deficit .........................  100,000.00 $2,500,000.00
Liabilities, cu rren t.. 750,000.00
Liabilities, fixed . . . .  1,000,000.00  
Stock, common . . . .  500,000.00 
Stock, preferred . . . .  250,000.00 2,500,000.00
The N. M. Co. wishes to inventory the X. Y. Co. 
stock at $40 per share, that being its estimate of 
the book value of the X. Y. common, but they do 
not care to make the exchange.
(a) What would you advise?
(b) What would be your action if the re-valua- 
tion had been already entered?
Third Session.
Section 1. The following Exhibits A and B are 
a balance sheet and profit and loss account sub­
mitted for examination and certification. You are 
required to reconstruct the pre-closing trial bal­
ance after reversing the adjusting and closing en­
tries naturally inferred from the exhibits.
Section 2. Having produced the pre-closing trial 
balance, restate the balance sheet and profit and  
loss account according to your own findings as set 
out in Notes 1 to 10.
Memo.— The candidate is warned against at­
tempting to construe this problem by any Public 
Utilities Rules. The whole case is shown in the 
exhibits and notes and the only interpretations de­
sired are those of ordinary and conservative ac­
counting principles.
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Exhibit “A”
AUTOBUS TRANSPORT CO.
Balance Sheet 
December 31, 1924
Cash ...........................................................................................................  $45,000.00
Accounts R ec e iv a b le ............................................................................  25,000.00
Inventories, Gas...................................................................................... $2,000.00
Inventories, Supplies ...........................................................................  18,000.00
Inventories, A ccesso r ie s .....................................................................  20,000.00
Inventories, Tires and T u b e s ............................................................ 40,000.00 80,000.00
Tokens ......................................... .............................................................  15,000.00
F u r n itu re ..................................................................................................  15,000.00
D ep recia tion ..................................................................................  6,000.00 9,000.00
Shop E q u ip m en t.................................................................................... 35,000.00
Depreciation ..................................................................................  10,000.00 25,000.00
Land ................................................... . ......................................................  125,000.00
Building ...................................................................................................  150,000.00
Depreciation ..................................................................................  1,500.00 148,500.00
B u s s e s ........................................................................................................  550,000.00
Depreciation ..................................................................................  136,000.00 414,000.00
Fr a n c h ise ..................................................................................................  200,000.00
Accounts Payable ........................................... .....................................  4,500.00
N otes Payable .................................................................................... .. 75,000.00
Debentures ..............................................................................................  150,000.00
Mortgages, Real Estate .....................................................................  150,000.00
Common Stock ........................................... ................................ .. 150,000.00
Preferred Stock ..................................................................................... 500,000.00 650,000.00
Undivided Profits:
Deficit, January 1 ........................................................................ 153,000.00
Dividend .......................................................................................... 40,000.00
193,000.00
P. & L. a / c ........................................... ...................................................  250,000.00 57,000.00
Exhibit “B”
AUTOBUS TRANSPORT COMPANY 
Profit and Loss Account 
Year Ended December 31, 1924
Fares, C a s h ................................................................. .......................  $275,000.00
Fares, T o k e n ....................................................................................... 225,000.00 $500,000.00
Rent Advertising Space .................................................................  65,000.00
Sale Advertising Contract .............................................................. 60,000.00
Sales Junk and R u b b e r .................................................................  25,000.00
Gain on Busses bought .................................................................  30,000.00
Gain on Land bought . . . . ..................................................... 60,000.00
Wages, Conductors, etc ....................................... $140,000.00
Wages, Shop ............................................................  20,000.00
Wages, O ffice ............................................................  25,000.00
Salaries, Officers .....................................................  15,000.00 200,000.00
Gas ......................................................................................30,000.00
Tires and Tubes ............................................................75,000.00
Supplies ...................................................................... .......10,000.00
Accessories . . . . . . . . .  .......................................... .......15,000.00 130,000.00
$1,086,500.00
379,500.00
707,000.00
1,086,500.00
$740,000.00
Expenses, Shop 
Expenses, Office
10 ,000.00
15000.00 25,000.00
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Depreciation, Busses 
Depreciation, Building . . 
Depreciation, Furniture . 
Depreciation, Equipment
Interest, Mortgage . 
Interest, Debentures 
Interest, Notes . . . .
Taxes, Real Estate 
Taxes, Personal 
Taxes, Income,1923
96,000.00
1 ,500.00
1 ,500.00
3 ,500.00
4 ,500.00 
8 , 0 0 0 . 0 0
5,000.00
1 ,500.00
6,500.00
7 ,000.00
102,500.00
17,500.00
15,000.00
Net Gain.
Note 1. Inventories and depreciations are cor­
rect, except as to Tokens and Busses.
Note 2. Tokens Account (at selling v a lu e ):
Put into circulation for sale as
fares ............................................. $20,000
(Sales valued credited to 
undivided profits)
Sold during year .........................  $230,000
(Debited cash as sold)
Redeemed during y e a r ............... 225,000
(Credited fares, as re­
deemed)
Balance (equals count of same 
by bank cashier at selling  
value) ..........................................  15,000
245,000 245,000 
These are fare tokens sold for slightly less than 
cash fare.
Note 3. The “Busses,” dr. bal. $550,000 is made 
up of cost of—
1921— July 1—
20 busses, Nos. 1 to 20. . . $150,000
1922— Oct. 1—
10 busses, Nos. 21 to 30 . .  100,000
1923— Aug. 1—
10 busses, Nos. 31 to 40. . 100,000
1924— June 1—
20 busses, Nos. 41 to 60 . .  200,000
Cost of all busses bought 
new .................................
1924
Aug. 1— 20 busses, Nos. 61 to 
80, bought at auction, 20 
mos. old, same type as
present equipment .............
Additional charge for same, 
made to equalize list price, 
$200,000, less 20 mos. de­
preciation ..............................
1924
June 1— Credit for trade in
of Nos. 1 to 20, fo r ............
Additional for depreciation to 
Jan. 1, 1924, only (Dr. 
Res.) .......................................
$550,000
90,000
30,000 120,000
30,000
670,000
90,000 120,000
Adjust to proper asset value.
Note 4. The “Buss Depreciation,” 
$136,000, is:
550,000
cr. bal.
1924
Jan. 1— Accumulated depreci­
ation at 2 % per mo. on all 
busses:
Nos. 1 to 20, 30 m os. . . . 
Nos. 21 to 30, 15 mos. . . 
Nos. 31 to 40, 5 m os. . . .
Debit for depn. to Jan. 1 only, 
on Nos. 1 to 20, sold June
1, current depn. overlooked.
Balance before closing,
12-31  
Dec. 31— Depn. for year:
Nos. 21 to 40, 12 m os.......... $48,000
Nos. 41 to 60, 7 m os............  28,000
Nos. 61 to 80, 5 m os............  20,000
490,000.00
250,000.00
$90,000
30,000
10,000
130,000
90,000
40,000
96,000
Balance down ...................  136,000
The rate on used busses, 20 months’ old when 
bought, is 3 1 /3  per cent per month.
Note 5. “Advtg. Contract,” cr. bal. $60,000, is 
the sale price for an exclusive agency, as of July
1, 1924, for 3 years. The rents collected are the 
net share of the company in this advertising.
Note 6. “Land,” dr. bal. $125,000, includes an 
appreciation entry of $60,000 made as the result of 
a revaluation of three parcels bought separately 
and consolidated.
Note 7. “Mortgage, Real Estate,” cr. bal. 
$150,000, represents a deed of trust for $150,000, 
dated March 1, 1924, at 6 per cent, payable semi­
annually. Interest due September 1 was paid. No 
note has been taken of accruals as yet.
Note 8. “Debentures,” cr. bal. $150,000, repre­
sents proceeds of sale of $200,000, 7 ½ yr. 8 per 
cent bonds, dated April 1, 1924. Interest due 
October 1 has been paid. No accrual has been 
considered. The total authorized was $300,000, 
but the balance of $100,000 is pledged for notes 
payable, and no interest paid or accrued thereon.
Note 9. Income Tax, 1923, $7,000 was charged 
to current profit and loss. The 1924 tax has not 
been computed as yet. All other taxes are paid to 
December 31, 1924.
Note 10. Dividend was 8 per cent on preferred 
stock.
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THEORY OF ACCOUNTS
The candidate must answer eight of the ques­
tion. No extra credit for more.
1. Define and give examples of the following:
(a) Real Accounts.
(b) Nominal Accounts.
(c) Mixed Accounts.
(d) Current Assets.
(e) Current Liabilities.
(f) Fixed Assets.
2. Draft form of four accounting records sub­
sidiary to general ledger containing provision for 
Accounts Receivable and Accounts Payable Control 
Accounts.
3. Discuss treatment in accounts of—
1. Premium on Capital Stock sold.
2. Organization Expenses.
3. Discount on Bonds.
4. Premium on Bonds.
4. (a) Give three classes of Reserve Accounts 
with examples.
(b) What is the distinction between a Reserve 
Account and a Sinking Fund.
5. A corporation scraps and sells for $500 an 
engine costing $5,000 which has been in operation 
three years and depreciated at a yearly rate of 10 
per cent per annum. Draft necessary adjusting 
journal entries to cover the sale.
6. Briefly discuss the fundamental basis govern­
ing the valuation of Good W ill and other intan­
gible assets.
7. Explain the following terms in cost account­
ing:
(a) Prime Cost.
(b) Unabsorbed Overhead.
(c) Productive Hours.
(d) Direct Wages.
(e) Indirect Wages.
(f) Machine Rate.
8. A corporation with a capital stock of $500,000 
par value (5,000 shares) and a deficit of $250,000 
exchanges the 5,000 shares of par value stock for 
2,500 shares of no par value. Draft journal en­
tries and transcript of ledger accounts arising 
thereby.
9. A manufacturing concern consigns merchan­
dise to a dealer under an agreement whereby the 
dealer settles each month for actual sales. Draft 
accounts and entries necessary to properly record 
transactions on books of manufacturing concern.
10. A plant costing $1,000,000, against which 
a Reserve for Depreciation has accumulated of 
$400,000, has been appraised to be worth (Sound 
Value) $900,000. Appraisal shows reproduction 
value of $1,500,000 with estimated depreciation of 
$600,000. Directors wish to show appreciated 
value on accounts. Draft necessary entries.
AUDITING
The candidate must answer eight of the ques­
tions. No extra credit for more.
1. In auditing an industrial concern for 1924, 
you find the following chain of transactions:
1st. An authorization, by the directors, of an issue 
of 7 per cent Debentures, total amount, 
$400,000, dated May 1, 1924.
2nd. Sale of $200,000, par, of these bonds at 95, 
for cash.
3rd. Borrowed $100,000, at A. B. Nat. Bank, giv­
ing as collateral security, Debentures out of 
above issue in the total par value of $150,000. 
4th. The remaining $50,000 are still in the safe. 
5th. The books show as follows:
Cash, Dr...................................  $190,000
Discount on Bonds ............  10,000
Bonds, Cr.......................  $200,000
Cash, Dr............................ 100,000
Notes Payable, Cr. . . 100,000
6th. November interest has been paid on $200,000, 
and the other bonds still carry back coupons. 
How would you report in your certificate?
2. The president of a large retail mercantile es­
tablishment under audit objects to a circulariza­
tion of his customers for verification of accounts 
receivable for fear of misunderstanding and an­
noyance. He asks whether you can accomplish 
the same result in some other way. How would 
you answer?
3. What is meant by “internal check” ?
What is your opinion of its uses and and effec­
tiveness?
What, if any, effect might it have upon the 
work of the public accountant?
4. Audit the following summarized cash account, 
assuming all payments shown to be supported by 
vouchers. Submit comments:
January, 1925
Date Item Amount
2— Customers’   $200.00
3— Customers’   500.00
4— Customers’   900.00
5—Customers’   1,400.00
6— Customers’   2,000.00
8— Customers’   4,000.00
9— Customers’   7,000.00
10—-Customers’   9,000.00
11— Customers’   15,000.00
12— Customers’   20,000.00
13— Customers’   25,000.00
15— Customers’ ............................................ 23,000.00
17— Customers’   20,000.00
18— Customers’   14,000.00
19— Customers’   10,000.00
20— Customers’   7,000.00
22— Customers’  .............. 5,000.00
23— Customers’   3,000.00
25— Customers’   2,000.00
27— Customers’ ............................................ 1,000.00
29— Customers’   500.00
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3 0 — Customers’   300.00
31— Customers’   1,200.00
172,000.00
Bal. Jan. 1 .....................................................  358,000.00
T otal.............................................................  530,000.00
4— Creditors   4,000.00
5— Pay..Roll ...............................................  30,000.00
8— Creditors   7,000.00
9— Creditors   6,000.00
1 0 — Creditors   5,000.00
12— Pay Roll ...............................................  33,000.00
15— Creditors .............. ............................... 3,000.00
17— Creditors   2,000.00
18— Pay..Roll ................................... ............ 31,000.00
20— Creditors  .............................................  1,000.00
23— Creditors   6,000.00
24— Pay..Roll ...............................................  26,000.00
2 6— Dividend act ....................................... 200,000.00
30— Creditors  .. ................................ 5,000.00
31— Creditors   2,000.00
371,000.00
Bal. Jan. 31 ............................................... . 159,000.00
530,000.00
The reconciliation with the bank accounts is as 
fo llow s:
Checks out per l is t ....................................... $32,000.00
Balance a b o v e .............................................. 159,000.00
191,000.00
Undeposited items ............ ......................... 1,200.00
Bank reports balance (statement lost
in files) .....................................................  189,800.00
5. You are employed to make an audit for the 
year just ended. You are furnished with a report 
by a previous accountant, in which the certificate 
is  as follows:
“We have examined the books and accounts of 
the -------—-— company and in accordance there­
with have prepared the hereto attached statements, 
to wit:
Balance Sheet, Dec. 31, 1923.
Profit and Loss Statement, Year then ended.” 
How would you proceed?
6. The A. B. Company of Thomasburg, on Janu­
ary 1st, 1909, paid $75,000 for a thirty (30) year 
lease on a tract of ground near the said town and 
erected thereon a factory at a cost, complete, of 
$150,000. The building was first occupied for 
use on January 1st, 1910. The books carry “Real 
Estate, $225,000.”
In 1924 the company accepted a trade as follows:
(a) The lessors erected a new factory building 
of equivalent capacity on another site.
(b) The company exchanged its unexpired lease 
on the first site for a twenty (20) year lease on the 
new site and building at the same annual rent.
(c) The removal was effected as of December 
31st, 1924, and all cost of the moving and in­
stallation of machines was paid by the lessor who 
also paid a bonus of $25,000 in cash to induce the 
Company to move.
1. How would you state the value of the new 
lease in an audit report?
2. What profit or loss, if any, should be com­
puted for the year?
7. In a certain small corporation you find the 
minute book is but rarely used. In particular, 
there is no record of dividends authorized or paid. 
The practice of the company over several years has 
been to close its accounts annually, set aside as so- 
called “Surplus” a round sum approximating ten 
to fifteen per centum of the year’s profits and then 
credit the remainder to the drawing accounts of 
the officers and principal stockholders, as follows:
Jones, President.......... 3,000 shares, 3 /7  of profit
Smith, Treasurer.......... 2,500 shares, 5 /14  of profit
Brown, Secretary.......... 1,500 shares, 3 /14  of profit
Johnson, Vice President 250 shares, no profit 
Thompson, Manager. . 250 shares, no profit
T otal.............................7,500
The procedure has been followed for several 
years. Johnson and Thompson, it is explained, are 
merely employees who have been given the stock 
in order to qualify them for office.
What report should you make in the circum­
stances?
8. Discuss as briefly as possible your views of 
the two opposing doctrines:
(a) Cash discount should be deducted from 
merchandise costs in computing inventory.
(b) Cash discount is a matter of financing not 
directly related to operations and has no bearing 
on merchandise costs.
9. On April 15th your firm is employed to pre­
pare a Balance Sheet as of March 31st. The con­
cern regularly closes its books at December 31st. 
No physical inventory was taken March 31st, and 
the management will not permit the plant to be 
shut down in order that one may be taken for the 
purpose of this work. Furthermore, the concern 
does not keep perpetual inventory records.
You are assigned to the case. Prepare a report 
to the head of your firm describing the conditions 
which exist and how you proceeded to compute 
such inventory figure as you have used in your 
Balance Sheet.
10. With respect to each of the following ac­
counts in a general ledger:
1. Accounts Receivable.
2. Investment Securities.
3. Salaries.
4. Sales of Product.
5. Sales of Old Plant Units.
6. Depreciation of Machinery Accrued.
7. Capital Stock— Common.
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8. Treasury Stock— Preferred.
9. Office Expenses and Sundries.
10. Shop Overhead— Unabsorbed.
State what differences in your procedure as be­
tween—
(a) An audit for credit purposes.
(b) An audit for tax purposes.
COMMERCIAL LAW
The candidate must answer eight of the ques­
tions. No extra credit for more.
1. (a) To what extent should an accountant be 
familiar with law?
(b) In his work for his clients, how should he 
use this knowledge?
2. What are the essentials of a contract?
3. What contracts must be in writing?
4. How may contracts be discharged?
5. What are the requisities of a negotiable in­
strument? Distinguish by example between a ne­
gotiable and a non-negotiable instrument.
6. Give examples of different forms of endorse­
ments and explain liabilities under each.
7. (a) What are the tests of a partnership?
(b) Distinguish between a partnership and joint 
venture.
8. Describe briefly the more important powers 
and duties of the directors of a Manufacturing 
Corporation and state some acts which would ren­
der the directors personally liable.
9. What is the distinction between the capital 
and the capital stock of a corporation? What is 
the preference on the part of stockholders to sub­
scribe to new shares upon increase of capital?
10. In the Revenue Act of 1924 what exceptions 
are there to the general rule that upon the sale or 
exchange of property the entire amount of gain 
or loss shall be taxable income or allowable deduc­
tion?
COMPARATIVE SALARY TREND MEN 
AND WOMEN CLERICAL WORKERS
(F ro m  C urrent C on d ition s, is su e d  b y  N a tio n a l E m ­
p lo y m e n t E x c h a n g e , H u d son  T erm in a l B u ild in g , 30 
C hu rch  S treet, N ew  Y o rk  C ity, M ay 1, 1925.)
It is common knowledge that more women 
are employed in business offices today than 
there were in 1914 and, further, that there 
are proportionately fewer men engaged in 
clerical work now than there were a decade 
ago.
The conditions which have brought this 
situation about have reflected themselves 
from year to year in salary changes, which
are here presented by the National Employ­
ment Exchange in the form of a graph, the 
first salary chart of white-collar salaries ever 
prepared for the New York City district.
From 1914, when women were first called 
upon in large numbers to take the places of 
men in offices, their salaries rose steadily 
until they reached their peak in 1920. Dur­
ing this six-year period the discrepancy be­
tween the average salary paid to them and 
the average salary paid to men diminished 
with yearly regularity as the demand for 
their services steadily advanced their sal­
aries, while the salaries for men remained 
practically unchanged. From 1920 to 1924, 
however, the discrepancy hardly varied from 
one year to the next, indicating that little 
preference was shown during this period for 
one class of worker over the other.
Last year, 1924, when retrenchment was 
the order of the day, the demand for women 
was maintained at the expense of the de­
mand for men. The average salary paid to 
them maintained its 1923 level, while the 
average salary paid to men dropped steadily 
until it fell slightly below that for women.
Since the first of this year employers— 
faced with the fact that they could secure 
male office-workers for the same salary they 
would have to pay for women to do the same 
work—have been gradually shifting their 
specifications, and men are again in increas­
ing demand.
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S T A T E  S O C I E T Y  N E W S
District of Columbia
The annual meeting of the District of Co­
lumbia Institute of Certified Public Account­
ants will be held on June 15, 1925, at the 
Congressional Country Club, Washington.
D. C.
Georgia
W. L. Harrison, Secretary of the Ameri­
can Society, had the pleasure of attending 
a  meeting of the Georgia Society of Certified 
Public Accountants held in Atlanta on Satur­
day, May 2, 1925, for the purpose of discuss­
ing a new C. P. A. law for Georgia. He and 
Mr. F. P. Rivers, Secretary of the Georgia 
Society, met the Savannah certified public 
accountants on the evening of May 5, when a 
similar discussion took place.
(A complete account of these meetings, together 
with the proposed bill and other details regarding the 
progress of this legislation, will appear in the July 
issue.)
Indiana
The Indiana Association of Certified Pub­
lic Accountants held its annual meeting at 
the Indianapolis Athletic Club, Indianapolis, 
on May 20, 1925. The session which began 
a t 2.00 p. m. lasted throughout the afternoon 
and ended with a banquet in the evening.
Senator Andrew E. Durham, of Green- 
castle, Ind., was toastmaster, and Senator 
Fred M. Dickerman made a short talk on 
Legislative Procedure. The addresses of the 
evening were given by the Honorable Fred­
erick E. Schortemeier, Secretary of State, 
who spoke on the subject of “The Business 
Legislation of the recent session of the In­
diana General Assembly,” and by Homer S. 
Pace, C. P. A., who spoke on the subject of 
“Good-will in Accountancy.”
The following officers were elected for the 
ensuing year: President, Geo. S. Olive; Vice 
President, Geo. B. Buist; Treasurer, O. C. 
Herdrich; Corresponding Secretary, H. A.
Roney; Recording Secretary, S. S. Yeoman; 
Auditor, A. R. Chapman.
Louisiana
At a recent meeting of the Society of 
Louisiana Certified Public Accountants the 
Vice President of the Canal-Commercial 
Bank of New Orleans delivered an address on 
the relations between the banker and the ac­
countant. This Society has recently pub­
lished a booklet on. “The Certified Public Ac­
countant” outlining briefly his qualifiations, 
his moral qualities, his responsibility, his 
field of activity and Federal recognition ac­
corded him. The booklet contains a list of 
the members of the Society of Louisiana 
Certified Public Accountants and a synopsis 
of the Louisiana State Law as amended in
1924. A copy of this booklet was sent to the 
secretary and president of every State so­
ciety in addition to several thousand copies 
that have been sent to the banks and busi­
ness public.
Maine
The Maine Society of Certified Public Ac­
countants held a meeting on Saturday even­
ing, May 2, 1925, at the Falmouth Hotel, 
Portland, Me., at which time the local bank­
ers were special guests. The meeting was 
in the nature of a business meeting and 
“Credits” had been selected as the topic for 
discussion. The speakers were Edwin L. 
Pride, President of the American Society of 
Certified Public Accountants, and Carroll B. 
Skillin, attorney at law.
Massachusetts
The Massachusetts Society of Certified 
Public Accountants, Inc., observed its 
twenty-fifth anniversary on April 27, 1925, 
at the Hotel Somerset, Boston.
About 120 were present, including guests 
and friends of the Society. An interesting
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feature of the evening was the presence of a 
number of the past presidents of the Society. 
Stanley G. H. Fitch, present President of the 
Society, was toastmaster. Speakers for the 
evening were Arthur T. Chase, John B. 
Niven, Roland W. Boyden, President of the 
Boston Chamber of Commerce, Harvey S. 
Chase and George R. Nutter, President of the 
Boston Bar Association.
New Jersey
The Society of Certified Public Account­
ants of the State of New Jersey held its an­
nual meeting in the Athletic Club, Newark, 
N. J., on May 12, 1925. The following offi­
cers were elected: President, James F. 
Hughes; first vice president, Maurice E. 
Peloubet; second vice president, Theodore A. 
Crane; secretary, Julius E. Flink; treasurer, 
Morris J. Hoenig.
The retiring President, James F. Welch, 
commented generally on the numerous activ­
ities of the Society, pointing out in particular 
the growth of the Society from a member­
ship of 68 since his election in 1922, to 165 
at May 12, 1925.
At a dinner which preceded the meeting 
talks were given by Messrs. John R. Wild- 
man, C. P. A., J. S. M. Goodloe, C. P. A., Wal­
ter A. Staub, C. P. A., and James F. Welch, 
C. P. A., the retiring President.
Pennsylvania
The Pennsylvania Institute of Certified 
Public Accountants entertained with an out­
ing on April 29, 1925, at the Seaview Golf 
Club, Absecon, N. J. Golf and bathing in 
an indoor salt pool furnished entertainment 
throughout the day.
Announcements
(Continued from page 256)
Thomas F. O’Brien, C. P. A., announces the 
opening of an office for the practice of pub­
lic accounting at 906 Old South Building, 
Boston, Mass.
Arthur C. Upleger, C. P. A., announces the 
discontinuance of the firm of Upleger & Falk 
and the organization of the partnership of 
A. C. Upleger & Co., Certified Public Ac­
countants, with the following active part­
ners, Wm. F. Smith, C. P. A., Price Cheany, 
Jr., C. P. A., C. E. Miller, C. P. A., and J. R. 
Isleib, C. P. A., with headquarters in the 
First State Bank and Trust Co. Building, 
Waco, Tex. Offices are maintained in New 
York, Dallas and Tyler, Tex.
J. S. M. Goodloe, C. P. A., announces the 
removal of his office to 165 Broadway, New 
York City.
Percy Block, C. P. A., announces the open­
ing of an office for the practice of public ac­
counting at 165 Broadway, New York City.
Guy S. Alexander, certified public account­
ant, and Mr. George C. Baird announce that 
they have purchased the interest of Mr. Ed­
ward F. Taylor in the firm of Alexander and. 
Taylor. The new firm will operate under 
the firm name of Alexander & Baird with 
offices at 1501-2-3-4-5-6 Lamar Building, Au­
gusta, Ga.
M. J. Gillis, C. P. A., and Associates an­
nounce the removal of their offices to the 
Fifth Floor, Stock Exchange Building 639 
South Spring Street, Los Angeles, Calif.
Frank & Goldenberg, Certified Public Ac­
countants, announce the removal of their 
offices to 225-241 West Thirty-fourth Street, 
New York City.
J. Currie Gibson, C. P. A., is now located 
in the Sheboygan Clinic Building, Sheboy­
gan, Wis. _____
Benjamin Blattner, C. P. A., announces the 
removal of his office to 150 Nassau Street, 
New York City.
Joseph Lipshie, C. P. A., announces the re­
moval of his offices to 128-136 West Thirty- 
first Street, New York City.
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STATE BOARD NEWS
Idaho
The Commissioner of Law Enforcement 
announces that a C. P. A. certificate has been 
issued to John V. Nash, Western Hotel, 
Boise, Idaho, as a result of the November 
examination.
New York
The State Education Department has ap­
pointed the following State Board of Certified 
Public Accountant Examiners of New York: 
President, Henry E. Mendes, C. P. A., 42 
Broadway, New York City; Secretary, James
F. Farrell, C. P. A., 110 William Street, New 
York City; Member, Simon Loeb, C. P. A., 
303 Fifth Avenue, New York City.
New Jersey
The New Jersey State Board of Public 
Accountants has issued C. P. A. certificates 
to the following:
James R. Adams, 110 East Forty-second 
Street, New York City.
A. Henry Baum, 33 West Forty-second 
Street, New York City.
Alexander H. Beard, 200 West Fifty-ninth 
Street, New York City.
S. Roger Mitchell, 366 Madison Avenue, 
New York City.
Robert F. Tillison, 55 Elmwood Avenue, 
Bogota, N. J.
Christian Gutmann, 82 Seeley Avenue, Ar­
lington, N. J.
Harold G. Hutchinson, 61 West Palisade 
Avenue, Englewood, N. J.
William H. Conkling, 11 Woodland Avenue, 
East Orange, N. J.
Phillip J. Mayer, 2671 Hudson Boulevard, 
Jersey City, N. J.
Herman L. Shrager, 299 Broadway, New 
York City.
Irving H. Smith, 217 Broadway, New York 
City.
David Dean Ravitz, 20 Clinton Street, 
Newark, N. J.
Richard B. Grant, 391 Fairview Avenue, 
Orange, N. J.
Harry A. Sosnow, 153 Montgomery Ave­
nue, Irvington, N. J.
Walton H. Troyer, 220 Mt. Vernon Avenue, 
Haddonfield, N. J.
Theodore Corey, 114 South Twelfth Street, 
Newark, N. J.
Morris Portner, 60 Spring Street, Red 
Bank, N. J.
Virginia
The Governor of Virginia has appointed 
the following State Board of Accountancy 
for a period of three years: Fred B. Hill, 
C. P. A., Norfolk, Va.; B. A. McKinney, 
C. P. A., Norfolk, Va.; A. M. Pullen, C. P. A., 
Richmond, Va.; Wm. L. Prince, educator, 
Richmond, Va.; Thomas O. Moss, attorney- 
at-law, Richmond, Va.
West Virginia
An examination for the certificate of Cer­
tified Public Accountant was held by the 
Board of Examiners of Accountants of West 
Virginia in Charleston on May 14 and 15.
THIRTEENTH ANNUAL MEETING U. S. 
CHAMBER OF COMMERCE
The Chamber of Commerce of the United 
States of America held its Thirteenth An­
nual Meeting on May 20, 21 and 22, 1925, at 
Washington, D. C.
On Wednesday evening, May 20, the new 
building of the National Chamber was for­
mally dedicated. This magnificent new build­
ing was used throughout the meetings as 
headquarters for registration, group meet­
ings and general sessions with the exception 
of the larger general sessions which were 
held in the new Washington Auditorium.
The American Society was represented at 
this meeting by Frank Wilbur Main, of Pitts­
burgh, Pa., who was national councilor, and 
by the following delegates: Thomas L. Berry, 
Baltimore, Md.; A. Lee Rawlings, Norfolk, 
Va.; James A. Councilor, Washington, D. C.; 
W. L. Elkins, Richmond, Va.; Raymond C- 
Reik, Baltimore, Md.
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Membership o f  the American Society
(Continued from our May issue)
(Members recorded from April 28th to May 20th, inclusive)
Nelson G. Culp, 1738 Jarvis Avenue, Chi­
cago, Ill.
J. H. Neal, 20 Kelby Street, Boston, Mass.
George F. Winters, care of Phillips Petro­
leum Company, Bartlesville, Okla.
Joseph J. McArdle, 42 Broadway, New 
York City.
J. Frederick E. Wood, 110 William Street, 
New York City.
Morgan Gribble Wake, 117-123 East 129th 
Street, New York City.
Verne Russell McDougle, 317 Henry Build­
ing, Portland, Oreg.
Harry J. Winick, 87 Nassau Street, New 
York City.
Henry Halpern, 541 Pearl Street, New 
York City.
Giles L. Courtney, 32 Waverly Place, New 
York City.
Solomon Masch, 1170 Broadway, New 
York City.
Sidney Kaplan, 358 Fifth Avenue, New 
York City.
Abraham Zemlock, 154 Nassau Street, New 
York City.
Murdo MacKenzie, 1383 Sixth Avenue, San 
Francisco, Calif.
Geo. F. McNichols, 2431 Treasury Annex 
No. 2, Washington, D. C.
Paul C. Zaenglein, 31 Exchange Street, 
Rochester, N. Y.
Isador Bressler, 9 Clinton Street, Newark, 
N . J.
Harry K. Gerwig, 780 St. Marks Avenue, 
Brooklyn, N. Y.
Harry C. Northrop, 504 North Tryon 
Street, Charlotte, N. C.
Henry Brach, 52 Broadway, New York 
City.
Archie V. McDuffie, 907 Boyle Building, 
Little Rock, Ark.
James V. Stewart, 408 Boyle Building, 
Little Rock, Ark.
Robert L. Holland, 829 East Thirty-ninth 
Street, Savannah, Ga.
Frank E. Mandel, 233 Broadway, New 
York City.
Ralph C. Smith, P. O. Box 1197, New 
Haven, Conn.
Clarence I. Drayton, 922 Elm Street, Man­
chester, N. H.
Benjamin Robin, 302 Wrigley Building, 
Chicago, Ill.
Frank F. L. Lange, 143 Terrace Avenue, 
Port Chester, N. Y.
Francis H. Rowsom, 121 Bickford Street, 
Boston, Mass.
Urban F. von Rosen, 816 Hippodrome 
Building, Cleveland, Ohio.
Maurice Kipperman, 1 Madison Avenue, 
New York City.
James M. Delaney, 6817 South Maplewood 
Avenue, Chicago, Ill.
Henry F. Meyer, 510 Seiler Avenue, Sa­
vannah, Ga.
James A. St. Amour, Consulado No. 7, 
Havana, Cuba.
Harold R. Hersperger, 7 Wistaria Drive, 
Dayton, Ohio.
Harvey Charles Daines, 6106 Dorchester 
Avenue, Chicago, Ill.
Thomas A. Dubourg, 132 South Alexander 
Street, New Orleans, La.
Carl Ehrengart, 1923 Eighty-third Street, 
Brooklyn, N. Y.
Gardner W. Chase, 15 Ashburton Place, 
Boston, Mass.
Maxwell R. Weiser, 342 Madison Avenue, 
New York City.
J. E. Estreicher, 117 North Delaware Ave­
nue, Atlantic City, N. J.
Alfred L. Cantamessner, 518 West 136th 
Street, New York City.
William F. Marsh, Union Bank Building, 
Pittsburgh, Pa.
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James H. Barr, 3217 West Carson Street, 
Pittsburgh, Pa.
Frank C. Miller, 3105 Kenneth Square, 
Pittsburgh, Pa.
Raymond Everett Barth, 6321 Phillips 
Avenue, Pittsburgh, Pa.
John William Garrett, 1930 Grace Street, 
Chicago, Ill.
John Jerome Schuneman, 332 South Michi­
gan Avenue, Chicago, Ill.
Earl B. Sanders, Sellers Building, Troy, 
Ala.
Willard R. Ginder, 1509 Franklin Trust 
Building, Philadelphia, Pa.
William Stanborough Sutton, 1910 Union 
Bank Building, Pittsburgh, Pa.
Edwin S. Reno, 1910 Union Bank Building, 
Pittsburgh, Pa.
M. George Greenberg, 9 Clinton Street, 
Newark, N. J.
Charles Vincent Masterson, 1811 Avenue 
T, Brooklyn, N. Y.
Harry Glass, Haiku, Maui, Territory of 
Hawaii.
James J. Hastings, 129 Market Street, 
Paterson, N. J.
Edward M. Wopinsky, 222 West Madison 
Street, Chicago, Ill.
James M. Loyd, 1123 South Owasso, Tulsa, 
Okla.
Prior Sinclair, 2081 Coventry Road, Cleve­
land, Ohio.
Avery B. Charpie, 1844 Union Trust Build­
ing, Cleveland, Ohio.
Price Cheaney, Jr., care of A. C. Upleger 
& Co., Waco, Tex.
Charles E. Miller, 509-10 First State Bank 
Building, Waco, Tex.
Henry Davis, 74 South King Street, Hono­
lulu, Territory of Hawaii.
Bartholomew J. Murphy, 507 Main Street, 
Worcester, Mass.
Horace B. Knapp, 339 Main Street, Wor­
cester, Mass.
Julius E. Flink, 31 Clinton Street, Newark, 
N .J.
Walter L. Landis, 5018 North Twelfth 
Street, Philadelphia, Pa.
Hyman Albert Sayre, 3636 Douglas Boule­
vard, Chicago, Ill.
Russell A. Pearce, 500 Park Avenue, East 
Orange, N. J.
Henry Clayton Leffingwell, 16 Round Top 
Street, Pittsburgh, Pa.
Carl F. Brand, 1815 Union Bank Building, 
Pittsburgh, Pa.
Victor T. Reed, 1503 Farmers Bank Build­
ing, Pittsburgh, Pa.
Isidor Goldenberg, 225 West Thirty-fourth 
Street, New York City.
W. Paxton Little, P. O. Box 617, Niagara 
Falls, N. Y.
(Continued in our next issue)
Personals
Charles W. Tucker, C. P. A., of Waltham, 
Mass., is now treasurer of the Charles V. 
Daiger Company, designers and manufac­
turers of silk and parchment lamp shades 
and decorative wrought iron furniture, 
lamps and lighting fixtures, with factories 
at Boston, Mass., and East Aurora, N. Y.
Reynold E. Blight, C. P. A., who has been 
in Washington, D. C., for the past year or 
more on some special work, has now returned 
to Los Angeles, Calif., where he is located at 
706 Stock Exchange Building.
Dawson and Riley, Certified Public Ac­
countants, announce the removal of their Los 
Angeles office to 1215 Haas Building, Los 
Angeles, Calif.
C. P. A. Examinations Review
is  r e c e iv in g  req u ests  to  con d u ct c la s s e s  in  
p rep a ra tio n  fo r  C. P . A. ex a m in a tio n s  in  d if ­
fe r e n t  c it ie s .
I t s  su c c e ss  in  N ew  Y ork  le a d s th e  d ir e c to r s  
to  fe e l th a t  s im ila r  su c c e ss  can  be had ou t  
o f tow n .
C om p eten t in s tr u c to r s  to le c tu r e  an d  m a n ­
a g e  th e  c la s s e s  a re  n eeded .
C. P . A. EX A M IN A T IO N S R E V IE W  h a s an  
in te r e s t in g  p ro p o sitio n  fo r  certified  p u b lic  a c ­
co u n ta n ts  w h o  a re  a lso  m em b ers o f  th e  In ­
s t itu te , or th e  A m erican  S o c ie ty  o f  C ertified  
P u b li c A cco u n ta n ts , w h o  w o u ld  ca re  to  e s ­
ta b lish  b ran ch  le c tu r e  co u r se s  un d er i t s  a u s ­
p ices . F o r  in fo r m a tio n  a p p ly  to
C. P. A. EXAM INATIO NS R E V IE W  
F isk  Bldg., Bdwy at 57th St., New  Y ork  City
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THE POST-GRADUATE SCHOOL 
OF ACCOUNTANCY
Founded in 1912 
OFFERS
in preparation for  the 
N ew  York State C. P. 
A. exam ination of January, 1926; 
th is course w ill begin on Monday, 
Septem ber 28, 1925, and extend  to  
January 20, 1926. T here w ill be 
three even in g  sess ion s o f three  
hours each per w eek.
in prepara­
tion for th e  
November, 1925, exam ination be­
g in s a t your convenience, but 
ishould preferably be started  on 
or about Ju ly  15, 1925.
Apply for Descriptive Pamphlet,
term s, etc., to
Paul=Joseph Esquerre, C.P.A.
20 V esey Street, N ew  York City.
Tel. W hitehall 6616.
I.T.I.
 
The only full INDEX to every 
official authority  on federal in­
come taxes-—locates instantly 
Laws, Regulations, Rulings, 
T. D.’s, Court Cases, and Decis­
ions of Board of Tax Appeals.
Small initial cost— nominal 
for upkeep.
Income Tax Index Service, Inc.
9-15 Clinton St.
I.T.I. Newark, New Jersey.
Resident Course
Correspondence Course
A New Edition of
THE ACCOUNTANTS’ DIRECTORY
and WHO’S WHO
enlarged, improved and completely revised is being prepared. 
The co-operation of the publishers, the former editor, and 
T h e  A m e r ic a n  S o c i e t y  o f  C e r t if i e d  P u b l ic  A c c o u n t a n t s  
presages a publication of distinction and val ue.
In this volume the names and addresses of all practising 
accountants in the United States and Canada are given— 
approximately 10,000 names. A special “ Who’s Who ” 
Section gives the biographical sketches of the prominent 
members of the profession.
An effort is made to provide every requisite of a reference 
book and a comprehensive and thorough arrangement of data. 
An authentic and accurate record of every certified public 
accountant has been compiled, to help check the persistent 
activities of those who devise means of appearing to be legally 
certified accountants, without any right to the distinction.
The various sections of the book may be briefly outlined as follows:
1. Geographical list giving the names and 
addresses of accounting firms and com­
panies with their branch offices, individ­
ual practising accountants, cost ac­
countants, professors of accounting, 
and authors of works on accounting.
2. An arrangement, alphabetically by 
states, showing to whom and in what 
numerical order C. P. A. degrees have 
been issued.
3. An alphabetical index of every name 
appearing in this volume, indicating all 
C. P. A.’s.
4. “ W ho’s Who ” section— biographical 
sketches of all who are believed to be 
representative of the highest standards 
of the profession.
5. An appendix containing a bibliography, 
officers of State Boards and State and 
National Societies, and miscellaneous 
information.
Membership in the American Society 
of Certified Public Accountants, The 
American Institute of Accountants, and 
the National Association of Cost Ac­
countants is indicated throughout.
You are urgently requested to fill out information blanks 
which you receive and return them promptly to the publishers. 
In addition, keep them informed of any changes which occur.
Orders may be placed with
PRENTICE-HALL, Inc.
70 Filth Avenue, New York City
The American Society of 
Certified Public Accountants
Woodward Bldg., Washington, D. C.
W H E N  A N S W E R IN G  AD V ER TISE M E NTS  M ENTIO N  T H E  C E R T IF IE D  PU B L IC  ACCOUNTANT
Commerce Clearing House
ANNOUNCES THE NEW
U. S. BOARD OF TAX APPEALS
AND
FEDERAL COURT SERVICE
INCOME AND ESTATE TAX CASES.
In order to fully comply with the requirements and demands of those 
practicing in the field of Income Taxes, this Service consists of
W H E N  A N SW E R IN G  A D V E R T ISE M ENTS M ENTION  T H E  C E R T IF IE D  PU B L IC  ACCOUNTANT
Docket and Calendar.
Abstracts of Petitions, 
including statement of 
facts and assignment of 
errors.
Abstract of Answers made 
by the Commissioner.
Notation of Briefs, 
Motions, Orders, Etc.
Finding of Facts.
Decision of Court.
Practice and Pro­
cedure Information.
Copy of all Documents 
at Syndicated Cost.
Routine Information and 
Service covering your 
specific cases without 
additional cost.
Transcript of Evidence 
at Syndicated Cost.
No CERTIFIED PUBLIC ACCOUNTANT can conscientiously be 
without this new Service
For full information address
COMMERCE CLEARING HOUSE
CHICAGO 
Ill. Merchants’ Bk. BIdg.
WASHINGTON 
806 Un. Tr. Bldg.
NEW YORK 
67 Wall S t
